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Furthermore in order to encourage handicraft industry to go on the cooperative 
path, our national finance also gave aid to the handicraft cooperatives, as 
well as giving them special benefit in taxation. During the 3 years from 1955 
to 1957, the special taxation allowance that the handicraft industry got was 
equivalent to 4.4 times their cooperative share prices of 1955. Therefore, in 
the socialistic reforms of the capitalist industry and commerce, our nationa! 
finance helped advance in different wavs in their role of supporting national- 
ized economy. In addition, our nationalized economy also benefited our in- 
creased focus on capitalist economy. Through taxation merit, we were able to 
positively use factors of the capitalist industry and commerce that might be 
beneficial to the national economy and the people's livelihood, in order to 
advance the acceptance by privately-owned industries and commerce of socialis- 
tic reforms. 


The finance work also had spent a great deal of effort in the completion of 
the internal productive relationships in our socialistic economy. With the 
basic completion of the socialistic reforms, the distribution relationships 
within the people's and the collectives’ econonies still need to be changed 
step by step in accordance with the principles of socialism. 


In the farming villages, our national finance continue to stabilize the burden 
of the taxation on the farmers. In the industries in the country and the 
towns, and particularly regarding the industries that directly benefit the 
agricultural production and the welfare of the farmers, our national finance 
also continues to give allowances in their taxes, giving also special sub- 
sidies for the purchase of productive material. 


Since the 3d Plenum of the 1]lth Central Party Committee, a new situation 
emerged, following the legislation of the joint production and responsibility 
system. As a result, the use of agricultural funds was regulated, with the 
provision of subsidies for the production of important grains and the addition 
of subsidies for the administration of some of the farming villages as well as 
the industries in some of the country towns. 


In order to promote the production of commercial goods in some of the farming 
villages, under the support of the national finance, both measures of exten- 
sively increasing the government buying prices of some of the agricultural 
subsidiary products as well as the elimination of taxation were instituted. 
During the 5 years from 1979 to 1983, under the dual policies of subsidizing 
the prices and the elimination of agricultural taxation, our national finance 
spent around 1 billion yuan on agricultural subsidies. Furthermore, because 

of both the power of the party backing and the support of the national finance 
in the agricultural policies, the agricultural production in general resulted 
in rapid development. Take 1983 as an example, the total grains production in 
that year reached 774.5 billion catties, which represents an increase of 2/7 per- 
cent of the output in 1978; the cotton production of the same year was 92.74 
million loads representing an increase of 114 percent than that in 19783 and 
lastly the oil production was 211] billion catties that was an increase of 102.2 
percent of 1978. 


In the reforms of the financial administrations, the appropriate way of dealing 
with the relationship between the country and the industries becomes very 








important in the work of perfecting the internal productive relationships in 
the socialistic economy. From 1958 to 1960, we legislated the system of giviny 
industrial funds to the state-managed industries, transportation, commerce and 
other industries as well as the maintenance of interests. Beginning trom 1967, 
our country retained most of the funds basically for use of the industries in 
their equipment improvements. 


Since the end of 1978, with the changes in the foci of the party, reforms in 
our financial system then entered into another new phase. In the distribution 
of relationship between the country and the industries, the rate of reforms 
was especially fast. The measure of industrial funding was restored, and 

the methods of legislating different systems of the distribution of interests 
as well as the system of the complete responsibility for profit and loss was 
undertaken. At the same time, the rate of keeping the original interests in 
industries was also partially increased. In 1983, the first reform of changing 
interest into taxation was made. During the 5 years from 1979 to 1983, the 
power of authority of the state-run industries was increased. At the same 
time, the measures of different kinds of interests was retained and that of 

the complete responsibility for profit and loss was instituted. As a result, 
the interest that was taken by all the industries amounted to 86.3 billion 
yuan, and 196.9 billion yuan of the funds that were based on the old rates were 
also taken. Therefore such important effects as the regeneration of the ccon- 
omy, the quick advance in industrial technolories and the positive regulation 
of the production of the workers were made. 


In the distribution of relationship between the central and the regional 
finances, great reforms were made in 1980. As a result, in most of the regions, 
the new policy of "dividing up the revenue and expenditure and the responsibili- 
ties by different classes" (i.e. to eat rice at different stoves) was made, 

When we compare the proportions of the expenditure of the regional finances with 
their income, and when we determine the proportions in the regional finances 
between the amount that will be given to the central government and that which 
will be kept for their own expenditure, then such proportions will remain un- 
changed for the next 5 years. This is because when the regions have taken in 
more in accord.‘nce with the determined measures, then thev can also have larver 
expenditures, .« 4d when they have taken in less, then they can also diminish 
their expenditur.. As a result, the regional finances will be able to esti- 
mate their own balance of payments. 


The central government has put into practice a special political spirit in 


legislating the finances of the two provinces of Guatgdong and Fujian. As a 
result, in addition to the central government legislating the policy of "“divid- 
ing up the revenue and expenditure, the giving to the central government the 
determined amount that is to be kept for the next 5 years," all the additional 
amount that has veen taken in will be left to the two regions for their own use, 
In the financial administration of the minorities, the central government has 
determined the use of regulated subsidies with the annual increase being 10 
percent. 


The legislation cf these measures have changed the traditional measure of the 


central government taking all the regional incomes as well as providing them 








eir expenditures. Both the rtinancial independence and the reserve force 
the regions have therefore been strengthened. As a result, the planning of 
lifferent causes of building in the regions has been facilitated and the 


- . , 
pment of the people's ecoromy has also been advanced. 


In addition, considerable work has also been done in the strengthening of che 
regulation of the financial system. Under the approval of the National People's 
ongress and the National People's Congress Standing Committee, a number of 
hat govern the levving of taxes were passed; and under the approval 

f the State Council, a number of regulations regarding the taxation levy were 
ilso determined. All these measures have important influences in the rein- 
forcement of tinancial administration, the perfection of the financial account- 
ing systems, the tighter control of finance in general, as well as success in 
the reforms of the strengthening of the finance and its administration. As a 
result, the development of the people's economy and the economic benefit would 
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ntinue to advance. 
in the Support and the Advancement of the Socialistic Economic Building 


luring the last 35 vears, in order to advance the socialistic industrial build- 
ing in our country, about 561.6 billion yuan of our national finance has been 
mt in the fundamental building of industrial transportation. As a result, 
there was rapid development in many of the basic industrial sectors, such as 
mechanical engineering area, and the chemical industry. Some of the other 
newly-established industrial sectors, such as the electronic, the nuclear and 
the space navigation industries, have also been established. Now our country 
:1lready has perfected both our economic and the people's economic bases. 


let us look at some of the figures in 1983. During that year, the gross 
tional output of our industries and commerce reached 402.3 billion yuan, 
it represents an increase of 24.8-fold since 1952. The production of steel 
s 40,920 tons, that of coal was 715 million tons and the electricity gener- 
ted reached 351,400 units, and the production of unrefined oil was 106,070 


tons. Our production in all these items continue to climb among the other 
rld producers. In steel, we now number 4th as compared formerly to the 26th 
‘rid; for coal, we have gone from 9th to the 3d, in electricity we have 


; 
25th to the 6th3 and for of!, we have gone from 29th to the 7th. 


ir support of agricultural development is a very important part in our social- 

‘tic building of the economy. Our national finance not only has invested in 

w general building in its support of agriculture, but it has also allocated 

large sums for the basic building of agriculture and for the operating costs 

‘rriculture. From 1950 to 1983, the national finance spent an expenditure 

‘f 227.6 billion yuan for the building of agricultural fields. As a result, 

ew technologies have spread, and improvement has also been made in stock- 
reedine. Conditions ‘or the growth of our agriculture have obviously become 
re favourable and the standard of the production technolgoy in our agricul- 


1 ¢ h i also been raised. 


lur national finance has also spent great effort in the promotion of the 
modernization of our scientific technology. Our country spent a large amount 











ot expenditure on founding research institutions for both natural and 
sciences. As a result, research in both the basic scientific theoric 
the applied sciences has been strengthened considerably.  Furthermor: 


order to realise the joint cooperation between the aa onomic sector and tik lim 


dustries, scientific research was developed so that the modern techni 


sults could be amde use of. In our national budget, expenditures hav 


Jt een 


allocated for the testing of new products as well as changing funds f 


tries. In the operating costs of our economy, special expenditure ha: 


allocated for scientific research. ‘Moreover, industries are also all 


or indus- 
; been 
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write off certain losses in their testing of new products. Therefore a new 


rising technological sector has been built from all the hard work of a large 
number of the technical personnel who have been able to accomplish important 
technological results while filling certain gaps in the sector. 

At the same time, there have also been great achievements in our national de- 
fense. Within the last 35 years, there has been rapid development in our 
national defense work. The Chinese People's Liberation Army have modern 


weapons among their normal equipment and the technolovical level ot o 
defense is also of the most modern in nature. 


To Increase Investment Wisdom and Develop the Cause of Social and Cul 
Education 


Our building is characterized by special qualities oft Chinese sociali 


therefore we build not only high levels of material culture, at the s. 


time, we must build elevated spiritual culture also. The development 
models and standards of such causes as education, culture, art, healt 
physical education are signs of the socialistic spiritual culture and 
also are important factors in guaranteeing the development of modern 
culture. 


Since the founding of New China, our national finance has spent a lar 
on building a great number of high schools, middle schools as well as 
schools. In addition, great reforms have also been made in the educa 
department and as a result, the building of education in the rural vi 
the border areas and the minorities regions has also been strengthene 
the same time, through the allocation of funds from both the national 
and also the industries, the development in agricultural labour, leis 
cation, work-study programme, radio broadcasting education, professio 
labour and professional training education and other adult education 

developed. 


According to our national budgets, the amounts that have been spent o 
tion are: the 376 million yuan that was spent in 1950 was increased 

to reach 12.8 billion yuan in 1983. The general increase has occurre 
larly within the last few years that in order to fulfill the needs of 
building, great effort has been spent on intelligent planning and the 
ture on education in our national budget has also gone up according |) 
the 5 years from 1979 to 1983, the total accumulated expenditure on e 
that was spent by the Education Department was 51.7 billion yuan, wit 
annual increase being 14.3 billion and this increase is considerably 

than the corresponding total increases in our national finance. From 
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therefore know that even during the more difficult phases, our national finance 
had done more than a great deal for the cause of our education. From 1949 to 
the end of 1983, the number of the ordinary high school graduates numbered al- 
together 4.110 million, and the number of research graduates was 40 thousand 
while the graduates of the special middle technical schools (which include the 
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middle technical and the teacher-training schools) numbered 7.22 million. 


there has also been great development in the cause of our hygiene and health. 
As a result, a large number of medical and public health personnel have been 
trained, various kinds of health organizations have been established, and the 
system of setting up medical clinics throughout the countrvside has basically 
been accomplished. Our national finance spent 5.282 billion yuan in 1983 on 
public health and this amount represents an increase of 72 times than the 
figure of 72.0 million yuan in 1950. 


Particularly during the last few years, our country has increased its building 
of public health and we have also gone further in the area of family planning. 
From 1979 to 1983, our country spent altogether 23 billion vuan on these two 
causes--anc this accumulated figure represents an annual increase of 15.6 per- 
cent during the 5 years. This increase belonged to the fastest rate among the 
other expenditures in our national finance. Because of the development in our 
public health, the old China where there was a scarcity of medication and 
treatment for the poor has been changed drastically. As a result, the level 
of health among the people has risen greatly and the death rate has also 
dropped from 25 percent of the total population from before the Liberation to 
7.08 percent. Great success has also been attained in family planning, with 
the natural birth rate in 1983 having fallen to 11.54 per thousand. 


In new China, there have been rapid development in culture, art, information 
reporting, publishing, physical education and other causes. Within the last 
35 vears, our country has established a large number of units that deal with 
the causes of culture, art and cultural objects, and the number of publica- 
tions of journals and illustrated books has also increased. Our people's 
physical education has also advanced to a great degree with our athletes 
having gained world renown in certain sporting categories. 


The rising cause of television and broadcasting has also developed at a fast 
rate, and it is now being used as an important tool in our work of advertising. 
The development of cultural and physical education has very important influ- 
ences in raising the intellectual and moral ethics of our people, in elevating 
the scientific level of our nation, and in encouraging the spirit of our nation 
and in advancing the modern building of socialism. 


Continue to Elevate the Standards of Living of Our People 


One of our party's guiding principles is to develop the production bases in 
order to continue in the work of improving the people's lives. Our national 
finance has been based on the principle of "We must eat first and build 

secondly." Therefore in the allocation of its expenditures, our finance has 


appropriately planned for improvements in the people's lives in the town and 


country. 








During the early stage after our country's founding, even when our 


financial economy was going through an extremely difficult t 


im, cant 


was however spending great effort to restore and develop production, | 
bili e prices and stop inflation, and at the same time, our countr) 


spending large amounts on emergency relief and employment p! 
to quickly stabilize the people's lives. 


innings 


ati 


During the planning stage of the First 5-Year Plan, our country assured t) 


funding necessary for the building as well as raised the living standards 


the country: and at the same time, our national finance also undertoo} 
following policies: To regulate the system of pay for the people who » 


for either the government institutions or industries; to raise, accordin 


the plans, the wage levels of the employees; to institute the system o! 
insurance for the state employees; and to institute different systems 


public welfare. 


In 1957, the average wage for the employees of all the different categori 


the institutions was 637 yuan, which was an increase of 42,5 
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pared with the average pay of 446 yuan in 1952. The total contributi 
made to the labour welfare in all the units in 1957 amounted to 17.9% 


of the total wages. In the villages, our country not only spent 
of money in order to develop agricultural production, we also gradually riis« 
our buying prices of the agricultural subsidiary products so that 
total government buying price of the agricultural subsidiary 
sented an increase of 46.2 percent than that of 1950. At the same 
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in 1957, 
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price of the retail industrial products in the agricultural villages ros 
by 12.1 percent bringing benefits to the farmers in both the increased pro 


tion and the pricing. 


t 
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For the period after 1958, because of the misdirection in our economy, our 


people's economy therefore had serious relapses and therefore there was 4 
limit in the improvement of the people's lives. Subsequently after that, 


the people's economy became regulated, the financial and economic situatio: 


therefore took a turn for the better and as a result, the living standard. 
the country and villages also rose. In 1965, the average cost of Livin, 


the cities and country rose when compared with 1957. From 1966 to 1976, 


the "Cultural Revolution,” the party, country and all the people suffered 


relapses that were the most severe since the founding of the country. 
result, our people's economy dropped right down to the border of thx 
depth and therefore there was no improvement inthe lives of the people in | 


cities or country. 
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Since the Plenum of the llth Central Party Committee, in order to solv 
problems that were left in the lives of the people from the chaos that 


lasted for more than a decade, the people‘s lives again became a goal 


provement and both their incomes and expenditures were raised through 
ent measures. From 1979 to 1983, through the planning of labour employ: 
the cities and towns, the wages of the employed were raised and a merit 
was also instituted. At the same time, housing was also provided and publi. 
conveniences in the cities were also instituted. A large amount of mone 
also spent on providing different kinds of subsidies to the people and 


result, there was great imrpovement in the people's lives. 
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innual income per emploved household in the cities and towns represent in in- 


crease of 68 percent when compared with 1978. At the same time, in the farm- 
ing villages, because of the rise in production and in the buving price of the 
subsidiary produc tS, the averace income per household there rose even at a 

higher rate and the figure in 1983 is an increase of 13! percent when compared 


with 1978, 


Financial Work of the New Age 


Since the 3d Plenum of the Ilth Central Party Committce, our country has en- 
tered the historical stage with the overall modernization of socialism as well 


as the building of a new phase. Our work on finance has been rectified, 
"leftist™ influences, with the restoration of the correct 
ideologies. Our finance has also regulated, reformed, and raised its guiding 
principles; and as a result, in its innovative work, it has determined new 
ies and systems and made new gains also. 


»* 


cleansed of the 


Under the past influence of the wrong "Leftism," the policy of accumulation 
was strongly emphasized to the exclusion of anv attention that was paid to 
improving the people's lives and there was thus accumulated influence on the 
masses and the people. During the last few vears, our country has repulated 
the correct balance between accumulated capital and expenditure while also ad- 
hering strongly to the principle of using the strength we have in our action. 
As a result, appropriate balances were achieved in finance, reserved goods, 
the level of pricing and foreign currency. 

In the control of the basic building model, at the same time when the period 
of accumulation of the capital should be shortened, suc! 
lation of both the employment in the cities and towns and the employment 
wages, the rewarding of special bonus and the raising of the government buving 
price of the agricultural subsidiary products, should alsp be carrted out. 

As a result, the funds available for expenditure will be greatly increased. 

In the total income of the people in the whole country, the percentage of the 
accumulated canital dropped from 36.5 percent in 1978 to 30 percent in 1983, 
while the expenditure rose from 63.5 percent to 70 percent in the correspond 
years. Furthermore from 1979 to 1983, our country spent 277 billion yuan on 
the improvement of the people's lives in the cities and country. 


1 policies as the regue- 


i 
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During our country's regulation of the proportions between the accumulated 
capital and the expenditure, our national finance at the same tine is also 
increasing its investment capabilities, as well as controlling its investment 
model for the fixed assets, and regulating the components of the investment. 
Moreover in its guarantee of the important points in the building, our national 
finance has also increased its investment in the energy resources and transpor- 
tation. <All these measures have therefore had important intluences in advance 
ing the technological changes in our industries, in developing the light tex- 
tile industries, in increasing marketing prosperity, and in enriching the peo- 


4 . 
ple s | ives. 


Reforms in our financial work have also been developing in depth in accordance 
with the new economic development, and in order to positively regulate changes 
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as compensation commerce, as joint-ventures or sole investment ventures, we 
have decided to use certain preferential policies in reducing taxation and 
giving special financial allowances. 


For example, in the taxation of joint ventures, there is a l0-year agreement 
on the newly-established industries. During the first 2 vears, there is no 
taxation levied on the business at all and from the 3d to the 5th year, the 
taxation is at half the normal rate. Moreover in such joint ventures as those 
in agriculture and timber, where the return is comparatively low and also 

when these ventures are located in economical! ly-underdeveloped areas, then 

the preferential taxation rates will be even lower. Regarding the payment of 
the fixed assets on these businesses in regard to the time restriction that 
has been imposed originally, preferentia!] treatment is also given to the over- 
seas investors as compared with the corresponding rates within the country. 
Regarding both the unified commercial taxes on the imported or exported goods, 
as well as personal taxes, preferential c(reatment is also given to these for- 
eign investors. 


All these special policies have begun to be taken note of by some ot the for- 
eign commercial enterprises since they have proven most effective in attracting 
overseas investments. Up to the end of 1953, the number of joint ventures that 
have already been established numbered 188, and at the same time, there was an 
additional large number of other possible ventures that were under discussion, 
In 1984, the State Council decided to open to foreign investors 14 coastal ports 
and cities that range from Dalian in the north to Hainan in the south. In these 
newly opened cities, special economic zones offer preferential conditions and 
the autonomy of these cities would also be increased. Therefore in these ports 
and cities, the foreign investors will receive advantageous taxation allowances 
in their businesses. 


The reforms and policies that have been discussed above would result in deeplvy- 
felt changes in our country's economy. These changes will also lead to the 
formation of a new basis in our country's financial work. Since the birth of 
new China, our economic gains have proven that under the leadership of the 
working class that has been armed with Marxism and Maoist ideology, and under 
the favourable socialistic system, the backward phase in an economy could re- 
verse completely. At the same time, we can also use the foundation of these 
successes in order to build our country into a socialistic state with modern 
agriculture, modern industries, modern defense and modern scientific technolo- 
gies. 


However when we look back at the enormous gains that have been made in our 
financial work during the last 35 years, we would also see a number of weak- 
nesses and mistakes that has been made. Within the past period, under the 
"Leftist" influence in our economic work in general! and therefore also in our 
financial work, such mistakes as the setting of unrealistic goals, the control 
of finance was stopped and there was also serious wastage in the use of capital 
expenditures. We should know that had these mistakes not been made, the gains 
in our financial work would have been even greater and as a result, success in 
our economic development would also have been greater. 
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In this new historical era, the financial work is faced with glorious but ex- 
tremely difficult tasks. Moreover we will encounter even more new problems, 
new Situations and new experiences when we follow the complete modernization 
in socialist building. Therefore from now on, we must continue to aJvance on 
the foundation that has already been made by the many gains. We must continue 

rid the poisonous influences of “Leftism” in our financial work, break down 
out-dated frameworks and methods, and to continue to make new reforms, to 

sange such equalization practices as “one big pot" and “supply system". 


On the contrary, we should greatly advance production among our cadres who are 
responsible for the finance and taxation, to continue to raise the economic 
benefits among all levels in society. In accordance with the changes in our 
economic development, we should promote the new doctrine of producing, accumu- 
lating and using our wealth. We should also realize and make use of the influ- 
ences of our economic organizations, increase our standards in financial 
management and control, and try harder to develop a completely new economic 
environment. We will thus be making even greater contributions in the moderni- 
zation of socialistic building. 
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NATIONAL POLICY AND ISSUTS 


IMPORTANCE OF TECHNICAL ADVANCIMENT CFNEPALLY PFCOCNIZrnN 
Beijing LIAOWANG [OUTLOOK] in Chinese “No 59, 19 Yec 84 p 


[Cerrespondent's commentarv: “People's "ecornition of “leed for Technical! 
Advancement for [nterprises Now Deepening” | 


«1 
tex } 


[Text] At present, the problem with obsolete equipment, backward 
niques, and outdated products is quite cormon among the industrial enter- 
prises of our country. According to a survev on the two largest industrial 
bases of our country--Shanghai and Liaonine--the prolonged lack of tech- 
nical transformation for the obsolete equiprent and outdated technology 
has already affected the development of production and restricted the role 
of the old industrial bases in the entire national econory. Ip the 
machinery industry, the backwardness of technology {s equally appalling. 
According to reports, only some 19 percent of the products of the 


machinery industry are of the 1970's or early 1989's vintage. Or hie visit 


to a power plant in Guangzhou, our correspondent found that a power penerat- 


ing set manufactured by Siemens Company of Germany in the 1920's was still 
in service. le was told that not long aro, some representative of this 
company visited this plant and was fascinated bv this “decrenit"™ nower 
generator. He offered to buy it at a hich price to be shown to the world 
as a fine specimen of the company’s products, manufactured in the 1920's 
and still serving as a major productive ecuipment in China today. ‘What he 
said certainly contained a note of sarcasn. 


The new worldwide technical revolution has already posed a big challenrs 


to our future economic development. ‘hetier or not we can quickly change 


the obsolete equipment, backward technology and outdated products which are 


now so common in the existing enterprises is directly related to whether 
we can narrow the gap between the advanced wor!d standards and our own, 
whether our country can rapidlv become wealthy and strong, and whether 


the people's living standards can be quickly raised. In the final analvsi« 


it is a question of speed. 


The second conference on technical advancement amonr the enterprises 
throughout the country held in Beijing ended successfully on 20 November. 
According to information from the group in charre of the proceedings, the 
number of participants in the conference was oririnally planned at some 
690, but the actual number turned out to be more than 1,209. “lany of them 
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irried to Beifing to participate in this event as soon as they heard 
t. This shows the prowing concern amone the enterprises for their 
on technical advancement and their urgent need for technical transforma- 
tion. The resolution of the Third Plenarv Session of the 12th Party Central 
Committee on economic restructurire has, in particular, convinced most 
enterprises that without technical advancement, thev can hardly adapt 


emselves to the new situation of cemmodityv economy. People’s recognition 
f the need for technical advancement amone the enterprises is now deepening. 


However, we must also note that not all enterprises or economic sectors 
can deeply recognize this point: the speed of technical advancement among 
the existing enterprises determines the rate of our economic growth. 


\t present, one obstacle to the acceleration of technical advancement among 
he enterprises is that the old habit of stressing new projects and neglect- 
ne transformation and of stressing extensiveness and neglecting intensive- 
Le is not been completely eradicated, so that as soon as the development 

nroductive forces and the acceleration of economic development are 

tioned, people would immediately think of buildinp new enterprises and 
ettine up new “battlefields.” Another obstacle is that the practise of 
"eating from the same vot" has not been completely eliminated among some 
enterprises. These enterprises do not recognize the necessity of technical 
uivancement, since they can somehow "cet by” without it. Still another 

tacle is that some comrades encaged in economic worl do not have the 

necept of the turnover of funds which is necessary for commodity production, 


concept of interest payment, anc the outputeinput concept. 


ording to an analysis of the relevant investigation data, apart from 
11 and other mines, the input of one yuan for renovation and transforma- 


ra 


tfon in industry generally produces about 2 yuan of industrial output 
value and 9.3-0.5 yuan for profit and tax. The experiences of existing 
enterprises in the steel and tron industry in the past several years in 
tec’ nteal transformation are quite convincine. Why was it possible for our 
teel output to be increased from some 30 million tons 5 vears apo to 40 
‘llfion tons with an increase of nearly 10 million tons in 1983 and a 
reas» in enerev consumption from some 73 million tons to some 60 million 
1s, e om before the Raosan Tron and Steel Complex was commissioned? 
“asic cause {ts technical transformation on the basis of enterprise 
nsolidation. From this, we can see that while the strategic distribution 
ur productive forces in our economtc construction is progressing after 
more than 30 vears of hard struerle, it is carrvinge out technical trans- 
rmation for the existing enterprises and taking the road of technical 
rdvancement. This has many advantages over building new enterprises and 
industrial bases, such as the advantages of smaller input, shorter 
onstruction cycle, greater output and better economic results. for the 
snomic develonment of a state, the lenath of construction cycles and the 
need of output are by no means unimportant. One simple reason is that if 
the construction cvcle is short, the turnover of funds will be faster and 


‘ ’ 


t interest to be patd will be less. Unless construction cycles are 
irter,. investments emaller and outout auicker it will be difficult for 








the state to become wealthy quickly. The experiences of some industriall) 
developed countries in the uss of new sciences and technologies to transforr 
the t-aditional industries and to speed up their economic growth can also 
illustrate this point. 


Therefore, a deeper recognition of the need for technical advancement among 
the enterprises and utilization of the opportunity to speed up the importa- 
tion of advanced technologies from foreign countries (including the 
absorption and digestion of them), to speed up technological developments 
(including the tackling of difficult problems and the popularization of 

new technologies), to speed up the technical transformation of the existing 
enterprises (including equipment renovation), and to speed up the progress 
of technical management (including the management over quality improvement, 
energy conservation, standardization and measurement) will helny us tap the 
potential of the hundreds of thousands of existing enterprises. Then we 
can certainly speed up our economic construction and help the country and 
the people to become wealthy much earlier. 


9411 
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NATIONAL POLICY AND ISSUES 


NEED FOR ADJUSTING LAWS REGARDING ADVERTISING DISCUSSED 


Shanghai SHEHUL KEXUE [SOCIAL SCIENCES] in Chinese No 11, 15 Nov 84 pp 47-48, 


46 


[Article by Zhou Linbin [0719 2651 1755]: “Adjustment of Laws Regarding 
Merchandise advertising"] 


[Text] In merchandise advertising, along with the growth of socialist commodity 
production, the effect of regulation on it has become more notable day by 
day. Many enterprises have opened up new markets for their products with 
advertisements in radio, television, newspapers, magazines and roadside 
Signs. It must be noted, though, that some merchandise advertisements 
currently in China are exaggerated and not factual, even to the point of 
violating social ethics and infringing on the legitimate rights of society. 
If this is allowed to develop further it could disturb the social economic 
order and cause the public to develop a feeling of distrust toward 
advertising. Because of this, China should strengthen its supervision of 
advertising, and in this, the adjustment of laws regarding advertising is 
an important measure. 


The impact on the commodity economy it produced is the basis for adjusting 
laws .egarding advertising. Law is related to the regulation of society, 
while civil law regards the relationship of social and commodity adjustment 
as its own duty. With the reform of China's economic system the market 
economy has become increasingly active, ard is now changing from a "seller's 
market" to a "buyec's market," and with the consumers determined to have a 
say about the goods they buy. Product sales are what keep the enterprises 
production continuing, and merchandise advertising is an important tactic and 
procedure for enterprises to sell their products. It can link up enterprise 
selling activity with consumer activity. This type of connection was started 
in the marketplace, and consequently created a connection with the market 
economy, and a relationship with the commodity economy. Merchandise 
advertising has the foliowing major functions in its relationship with the 


commodity economv: 


First, the transmittal of information concerning merchandise: The goal ot 
some adverising is for advertisers just to pass on news and data concerning 
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rchandise to prospective customers. This type of advertising can provide 
nsumers with knowledge about merchandise, foster their interest, create a 

lesire to buy, and ultimately cause buving activity. Clearly this is a kind 

potential ecnomic connection between producers and buvers of merchandise. 


+ 


hese advertisements are established on the basis of equality, voluntary 
articipation, mutual benetit and mutual trust between the advertisers and 
he public. In this point is where the special characteristic lies in 
merchandise exchange between the two parties. Therefore, advertising that is 


not tactual, although it promotes the sale of goods for the advertisers 


- 


(producers), is obviously unfair to the broad masses of consumers. U.S. 
stipulations of product liability require manufacturers or merchants who put 
uit untruthful advertisements to be responsible tor the compensation otf 
consumers who believed the advertisements and suffered losses because of it. 
this type of compensation is a civil responsibility. In China, looking at 
the need for price regulation in socialist commodity production, it goes 
without saying that the advertisers (mostly merchandise producers) and the 
public (mostly potential merchandise purchasers) should create equality, 
voluntary participation, mutual benetit and mutual trust in the commodity 
economy relationship, and use civil law to protect it. 


Second, competition: The goal ot some enterprises" advertising is not just 
so people can have information about their products, but also through 
advertising to make customers believe that their products are superior to 
those of the competitors. We often see this tvpe of advertising "this 
tactorv's product has won X X award." This type of advertising not only 
creates a potential economic relationship between the advertisers and the 
ustomers, but also creates competition between the advertisers (the 
producers) and other producers. This type of competition is necessary for 
socialist commodity production but we must not adopt the competitive style in 
‘apitalist society of the weak beirg the prev of the strong, and strictly 
ivoid unethical advertising. Some advertising adopts methods that deceive 


the public to increase the advertiser's product sales, and thereby belittle 


ther products of the same type bv siving theirs is better. <Atter an 


enterprise puts out an advertisement saying their product is top quality, some 


other enterprises of the same tvpe refute the claims of that advertisement. 
.S. law calls this unjust advertising. The damaged party can ask for the 
idvertisement to be removed or seck compensation through the courts. By 
throwing out the class properties and taking it from a legal point of view 
we can also adopt this type of civil protection of material and creditor 
rignts. 


third, promotion of product sales: The goal of some advertising is to 
establish contact for the promotion ot sales. For example, after an 
idvertisement is published if a reader agrees with the payments and 

iditions of the advertisement then the reader and the advertiser enter 
into a contract, if the publisher (advertiser) later arbitrarily delays 
ly time or withdraws the price he gave, it is considered a violation ot 
the contract and the violating party's responsibility should be found 


wccording to law. This tvpe of legal contract responsibility should be in 


China's civil court practices. 








mmodity economy relationship created by merchandise advertising b 


rtisers and the public should be equal, voluntary, have mutual! bene! 
and mutual trust. It can be called the sustaining element for merechan 
idv. rtisiny. Therefore, constructing obiect ive civil law fo rex late 

rchandise advertising is both necessary and possible. Although China does 
ive a civil code, it does have currently in effect such element ! ivil 
law. ontract laws, patent laws, and trademark laws, therefore, adjustment 
yt laws regarding merchandise advertising can be carried out. 
ee 

What are the methods for adjusiine laws of merchandise advertising: [his 
iut ry believes the tollowing. 
\. [he adjustment of contract law: Some advertisements used for t t 
sales in actuality often make up the basic agreement tur contracts. lt 
tlready has the commitment from the advertiser, so if a customer select: 


something trom a display window and asks a store emplovee to take it ou 


is also the way to conduct direct adjustment of contract laws tor advertt 


Aa 


irst, it should be determined whether or not the advertisement is a c 
reement. Foreign scholars of contractual law divide advertising int 
types, reward advertising and ordinary advertising. The first tyne is 
he advertisement says if vou complete the stipulations of the adverti 


j 


will get a reward, this in theor ind in practice is a contractual acre 


, . ’ , , ° P . " 
cing at China’s advertising practi » reward advertising can be reya 


1 contractual agreement. For example, the television advertisement 


rin tival couplets, ii meone carries out the tasks in accordan 
t ijvertisement and achieves a certain standard he or she is eligible 


prize. It is stated clearly that the person's actions (he or she pri 
iccord with the advertiser's reque 
(agreement), and because of the contract both parties have rights and 
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bligations to each other. \ for ordinarv merchandise advertisiny, i: 
1, 


rine] | the sh 1] i not ve revarded is Contra ‘tual agreements ut jus 


invitations tor agreements. Persons who see these advertisements wil] 
have to regard themselves as having a commitment to the advertisers, 4 


i legal contracts. 


iblic should stay within the limits established b: 


public can carry out comprehensive and thorough investigation on the tt 


ff the advertisement to decide whether or not to enter into a contract 

t! idvertiser. Obviously this tvpe of activity is not a contractu 

commitment but a practical action geared toward the public. This can 

the public the greatest scope to avoid harm from untruthful ads. By st 
ut putting particular emphasis on the interest of the nublic (often 
ustomers), China's merchandise advertising will not need contractual 
rrecements as a principle. 

Si md, the binding power of advertising agreements. If an ad is deter 

t to have any binding power as a contractual agreement, the main cont 


whether or not the advertiser in withdraw the ad. fnglish and U. 


he two parties have established a buvinyg contract. | 
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advocetes that an advertiser can withdraw the ad during the time trame as 

long as no one has accepted the ad. But on the contrary, France believes 

that it cannot be withdrawn. In order to stabilize the social economic 

order, we believe that after an ad is determined to be a contractual agreement 
the advertisers cannot arbitrarily withdraw it during its effective time 
period. For example, after an advertisement is published, should advertisers 
be allowed to return money paid bv readers during the designated time period 
of the ad? Some publishing units in order to accumulate funds for construction 
projects extend ad times or publish ads that do not meet their claims ti 
defraud readers of their money. There should be severe punishments by law for 
this type of malicious contract violation. In these instances, bookstores can 
seek compensation for damages from publishers, and purchasers of books can 
seek from che publishers the return of money they paid with interest. 


Further, the truthtulness of agreements. Once an advertisement is determined 
to be a contractual agreement it has legal significance. A contract ayvreement 
expresses a certain meaning. Based on the laws and revulations of the 
expressed meaning (composing the important elements of the legal contract) it 
must be truthful and legal. Currently the serious problem is that some ads 
only speak ot the product's good points and not the drawbacks. Is thi 
truthful advertising? We believe that if an ad is regarded as an invitation 
for a contractual agreement, the ad material does not necessary express the 
complete details. Due to this fact, the public should check out questions 
about the truthfulness of ads that relate to them, and the advertisers must 
honestly answer these questions. If the advertisers evade or do not answer 
some ot the questions it will cause the public to mistakenly believe the ad 
and enter into a contract with the advertiser. Therefore, because the 
expressed meaning ot the advertiser was flawed when the contract was made, 
the public can, according to law, seek from the advertiser cancellation ot 
the contract or compensation for damages. Naturally if an ad is considered 
a contract agreement, then it does not need to be investigated by the public, 
the advertisers should shoulder the responsibility of guaranteeing the 
truthfulness of the ad. This responsibility is a legal responsibility, and 
in practice more methods should be found to put it into advertising. 


B. The adjustment of laws regarding infringement of rights: Adopting 
advertising that uses improper competitive methods causes harm to others, 
and we should according to law find out who is to blame for the intringement 
of rights. Below are several points to tdke note of. 


First, should the publishing agent (such as advertising companies, television, 
newspapers, and magazines) also be considered as parties who infringed upon 
rights? We believe that if in publishing the ad the agent was not at fault, 
for example, if the agent is deceived by the advertiser or the agent was 
limited in checking on whether the ad infringed on rights due to the 
specialized subject, then it should not be responsible for the intringement 

of rights. But if the publishing agent is at fault in causing it (intentional 
or unpremeditated), and just blindly goes after more advertising fees whil: 
not checking on the truthfulness and legality of the ad, then the publishing 
agent is jointly responsible for any infringement of rights caused by the 

ad. 


ho 
ho 








» persons harmed by ads that infringe on their rights can seek 
ition tor damages from the party that caused the damage through a court 
(his type of compensation should be limited to the damaged party's 
rial losses (directly or indirectly). For example, if this type of ad 
damazes the reputation of an enterprise's high-quality product and causes 
es (such as the product's sales quota dropping), then the damaged party 
the right to seek compensation from the advertiser. As for the cost of 


restoring the product's reputation, such as the party that caused the damage 
t ids to clear up the distorted facts that should be the sole 
responsibility of the offending party. 


PurCher, the party at fault (intentional or unpremeditated) being responsible 
tor ads that intringe on rights establishes important conditions. This 
principle ot unpremeditated crime should take the principle of strict 
responsibility as a supplement. That is to say, the attitude of the advertiser 

ould be to pey special attention to the truthfulness of its ads instead of 
the <rdinary attention that is usually paid. Japan has this legal precedent: 
An ad tor a repeating toy pistol stated it was absolutely safe, but when a 

aall child was using one it caught fire and injured the child. The courts 
iccided that because the ad was erroneous, the advertiser should bear the 
responsibility for compensation. Therefore, it is clear that a direct 
elationship exists between the amount of attention paid by the advertiser 

1 its mistakes. 


‘cel that this type of advertiser responsibility has a large effect in 
trenethening the truthfulness of China's merchandise advertising and 
otecting the interests of the vast numbers of consumers. 


‘he adjustment of laws protecting property rights.: Property rights in 
civil law includes property rights of industry (such as patent and trademark 
rights), and cultural rights (such as copyrights). China's laws already 
published on patents and trademarks form the important elements for adjusting 
the laws of merchandise advertising. Advertisers often state their patent 
ind trademark rights through advertisements. If others then knowingly 
violate these they should be punished according to the patent and trademark 
laws. Lf some advertisers, without approval, use the patented technology 

others or copy trademarks of high-quality products of others for use in 
their own ads, they are then violating advertising property rights, and the 
persons whose property rights were violated can seek removal of the ) 
intringements or seek compensation for damages through the courts. 


| be stressed that the adjustment of laws concerning advertising 
uld be coordinated with other laws. For example, when advertising blocks 


‘rattic or damages the environment, that advertising should be outlawed in 
irdance with China's regulations governing public order and environmental 
ction laws. 


if the advertising agents management and supervision is so chaotic that it 

1uses the ads it publishes to lose prestige, higher authorities can order 

» television station, radio station, newspaper, or magazine to stop its 
rtising work and carry out rectification; these sanctions will be based 
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on law. An individual advertiser that through advertising violates the 
four basic principles or encourages criminal activities and criminals wil] 
be investigated to find out who is responsible for the criminal activity. 


In summary, the adjustment of China's laws concerning advertising is absolutely 
necessary to strengthen the honesty and ethics in advertising activity, to 
protect the interest of the vast numbers of consumers, safeguard the social! 
economic order and increase the economic benefits of advertising. For this 
reason it is important that we draw up a complete "advertising law" based on 
the currently existing “Temporary Regulations Governing Advertising." 


12704 
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IATIONAL POLICY AND TSSUES 


ed 


TALES BY PROMINENT CHINESE LEADFRS % FCONOMIC RESTRUCTURING 
Beijing BAN YUP TAM [SEMIMONTHLY TALVS] in Chinese No 22, 25 “lov 84 pr 3-9 


[Article by correspondent Li Shanezhi [2421 1424 1897]: "Prosperity, Peal 
Benefits, Democracv--Wan Li, lu %ili Talked on Feonomic Pestructuring"™] 
[Text] A jubilant atmosnhere prevailed over ‘No 4 conference hall of the 
State Council in the afternoon of 30 October. Wan Li [5502 684°], political 
bureau member and secretary of the Secretariat of the Party Central 
Committee, and Vice Premier of the State Council; Hu O11i [5179 9796 4539], 
secretary and lao Jianxiu [6787 1694 4423], alternate secretary of the 
Secretariat of the Party Central Committee, were here to discuss the 
question of economic restructurire with the voung activists of the CYL 
Central Committee who had been invited to Beijing for the exchanpe of 
exveriences. 


On entering the conference hall, Comrade Wan Li said jocosely: "You people 
are at the forefront of the economic restructuring. We are proing to learn 
from vou." These remarl:s immediately enlivened the conference hall and 

put the voung neople at ease in discussing the question as though they were 
in the conference halls of their own units. 


"Let me make some opening remarks. It is mainly about listenine to your 
talls about your exnertences.” ‘Wan Li continued: "Since the 3¢ Plenary 
Session of the 12th Party Central Comnittee, people throughout the country 
have acted in accordance with the snirit of the meetine, studied the 
"Necision of the CPC Central Committee on Reform of the Fceonomic Structure," 
and deliberated on the imnortant issue of economic restructuring focused on 
the cities. This is an fssue concerning the prosnerity of the state, the 
livelihood of neorle, and the development of our country, and has attracted 
world attention. We must provide careful puidance and also continue to 
deepen our understanding of the new situation, to sum up the new experiences, 
and to solve the new problems. Your experiences are very precious. 


He continued: ‘We have already had some experiences in econonic restruc- 
turing, especially in the countryside. The reform must let the broad 

masses enjoy real benefits as well as democracy. There are only two courses 
of action for us in winning mass support and making the reform a success. 


” 


The reform in the countryside has clearly shown that the people are gaining 
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greater benefits and holding more decisionma! ig wit 
development of the reform. That is why they are particularly enthu: iasti 
in supporting the reform. They know that only through such a reform cou! 
there be national prosperity. Prosperity of the people and wealth of Che 
country are identical. When the people have become rich, the countrv will 
become wealthy and strong. This is a very simple reason.” 


Wan Li said with some emotion: "I remember that 5 vears apo, I visited 
Huining County of Anhui and found the commune members there very poor. 

When I came to the home of a commune member, the people there could not even 
serve a cup of tea. In embarrassment, they cave me only boiled water in a 
rouph bowl. I felt very bad about this since I was then the first secretary 
of the provincial party committee.” 

"Now, it is better.” Comrade Hu Oili interjected. "Pecentlv, the peasants 
there have asked someone to deliver a message saving that their livine 
standards heve risen rapidly. The run-down house vou visited before has 
been demolished and replaced by a new house. They also wanted Comrade Wan 
Li to take a look at their present prosperity.” 


Wan Li said: "The main purpose of economic restructuring is basically to 
bring benefits to the state and the people, to develon the productive torces 
and to help the state and the people become wealthy. This applies to not 
only the state, but also the people jointly. This is what ve call enriching 
the state and benefitting the people.” 


"Comrade Xiaoping has said that while all the 19 points in the decision on 
economic restructuring are very important, Point 9, that is, the point on 
respecting knowledge and talented people, is the most important one. This 
is a fundamental question of strategic significance. Without talented 
people, there cannot be knowledge, and nothing can be accomplished.” Wan 
Li raised his voice and said: "Now a fierce ‘intellectual competition’ is 
going on in the world. Apart from the role of the social system, this 
competition will decide who is strong and wealthy and who fs weak and poor. 
The country where intellectual development is earlier will be wealthy and 
strong. The same theory applies to different regions in our country, 
because the region in which intellectual power is stronger will he more 
wealthy. Why are Shanghai and the southern region of Jiangsu doing so well? 
In my opinion, it is only because of their higher intellectual standards." 


"Well," Comrade Wan Li said: "I am now through with my opening remarks. It 
is your turn to sing. You have done very well in the reform. Please tel] 
us your experiences and what you have learned from them." 


As soon as comrade Wan Li stopved, “ia Refan [1115 0117 0416], manager of 
Shenyang Municipal Streetcar Company, began his tal’ with an introduction 

to the important reform in the operations, management, organizations, system 
and distribution of his company, all carried out according to the special 
characteristics of a passenger transportation enterprise. ‘Jith the increase 
in social benefits and improvement of economic results as the startine 
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peint, his company first reformed the sevstem of distribution and boldly 
rerliaced 3) mid-level cadres with 5 voune professional cadres. Second, the 
company made a svecial effort to solve the problem of incompetent leadership 
and markecly improved the economic results. In June this year, the vroceeds 
from ticket sales exceeded the planned amount by 43,000 yuan, a 14.9 percent 
increase over the same period last vear. 


Comrade Wan Li was much pleased. He asked little Xia: "What is your 
educational background?" “University education in economic management" was 
the answer. Wan Li said: “Fine. You must be very resourceful." Xia said: 
"Our basic aim is to solve the problem of transportation for the urban 
workers.” Wan Li said: "The orientation is correct." 


Wan Li continued: "Several days ago, 1 read something about a certain 
motor vehicle company. For the sake of selling more tickets, the vehicles 
had to wait a lone time before starting, wasting the passenrers' time. This 
is against the interests of the broad masses. Only the drivers and the 
conductors got real benefits while the passengers were irconvenienced. This 
is no good and must he changed. ‘Some way should be found to operate on 
schedule for the convenience of the passengers and real benefits to the 
conductors and drivers without increasing the fares. [It must be so." 


Then Xia mentioned his concern for social benefits in the reform, Wan Li 
Said: "All service trades should give primary consideration to social 
welfare. The production departments on their part should produce poods of 
pood quality and low prices. To do this, they must attach great importance 
to intellectual power and teclinology, and direct their efforts accordingly. 
It is not proper that only some units and small groups should stand to 
benefit. We must never substitute the false for the genuine aniJ sell 
inferior goods at high prices to hurt people.” Wan Li also pointed out: 
"The reform in the countryside has vielded tangible results, since more 
grain, cotton, edible oil and other farm produce were actually produced. 

In the cities, however, the situation is different, because some people can 
easily substitute the false for the genuine at certain links of circulation. 
The general principle behind the reform of tie urlan service trace is to 
provide convenience to the broad masses." 


"Right," Comrade Mu Oili said: 'Reform in the cities must serve people's 
convenience and the consumers’ interests. Instead of the proper way of 
making profits by producing roods of fine quality ard low prices and selling 
them in large turnovers with low profit margins, some units or individuals 
have chosen the devious way of jacking up prices or cheating on worl: and 
materials. We must never use suc! methods, or we will be diviatine from 

the socialist road." 


Hao Jianxiu was the next to speal. She said: "We must really stress social 
benefits: otherwise this cannot be a real reform." 


"Right," Wan Li said: "Ve must never jeopardize people's interests; other- 
wise we can never win their support and the reform will fail." 
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Nia Renfan said that his company had adopted the system of holding nartv- 
government meetings, and that all important nolicy decisions must be 
discussed and adopted by the workers congress. The congress also held 
democratic elections for basic-level administrative cadres, assess and 
supervise the performance of cadres at various levels in the company, and 
recommend their rewards and punishments in the practise of democratic manage- 
ment. Wan Li gladly said: "Fine, this will further arouse the workers' 
enthusiasm politically. They will see themselves as masters of the enter- 
prise and feel the existence of genuine democracy. When they have a keen 
sense of responsibility as masters, the enterprise will be well run.” 


When several young people mentioned that a personnel reduction may take 
place in some enterprises as a result of the reform, Wan Li said: "If 

the policy is correct and the workers’ enthusiasm is aroused, labor pro- 
ductivity will increase. Furthermore, with the application of science and 
technology, technical strength will be increased and not so many people are 
required. Personnel reduction in an enterprise is not necessarily a bad 
thing. Since ours is a socialist system, nobody has to suffer hunger. The 
displaced personnel can be transferred to other trades or be used to develop 
the third industry. On the whole, everyone will be fed, although this will 
be different from “eating from the same pot" or egalitarianism as it was 
before. The food will not be the same for all people." 


Su Jie [5685 3775], director of Jingang Emery Cloth Factory of Chongqing 
said that the number of cadres would be increased after the reform mainly 
because of the expanded operations, Wan Li commented: "This is only 
reasonable." 


Wan Li strongly pointed out that if an enterprise wants its reform to be 
successful, it must first of all have a well-organized leading body. It 
must promote those who are competent in business operation and management to 
form a good leading hody. Without such a leading body, no reform can be 
successful. He said: "The talents for business operations and management 
cannot be seen from diplomas, since university graduates are not as a rule 
competent for these jobs. We must judge from their actual performance. A 
correct choice of leadership is the key to success in any undertaking. We 
are not as good as the economically develoned countries in this respect." 
He continued: "Every locality, enterprise and unit has its own talented 
people, and it is important that these people be discovered and promoted.” 


“How did you become a manager?" Wan Li asked Xia Renfan. Xie replied: 
"The chief of the public utility bureau, who is a veteran of the New 
Fourth Army, was particularly keen on promoting young cadres." 


Wan Li said with elation: "He is a good comrade. If a person, who {s not 
so politically conscious, should suppress the hudding talents instead of 
promoting them, the party's cause may be ruined. From this, we can see 
the importance of the leading body. In bringing up the rising peneration, 
all localities should carefully study this problen." 


Wan Li said: "If an enterprise fails to make progress after a long time, 
the problem is not with their equipment, but rather with the lack of 











attention to the use and promotic f talented people. The leaders of sone 
units have often suporessced and refused to promote competent peorle under 
the pretext that youne people ‘lac! experience,’ ‘do not know what thev are 
doing or talking about,’ or ‘are arrogant.’ This is very had. Some 


capable persons are often fond 
treat them like "thorns" 
instead of promoting them, 
those who are in leading posi 
9 in tl Decision of 3c 
Committee, and treat the 
important reauirement.” 
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Wan Li said: “Different peop 


saying 


to 
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of expressing their views, and some leaders 
voung blood is too arrogant.’ Thus 


e leaders treat them as eye-sores. Therefore 
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ions should pay particular attention to Point 
nary Session of the 12th Party Central 
ct for knowledge and talented people as a very 
ave different criteria for “obedience.” 


Some people are often concerned with their own criteria but not with party 


This problem shou 
1 


principies. 
charged with the duties of 


not many are primarily concerne 
Yet there are still those prima 


Ve should be particularly cars 


i 


leadership. 


ld attract attention from those comrades 
On the question of using people, 


|! with people's family background these days. 
rily concerned with their own interests. 
ful im dealing with such people.” 


Nia Renfan said: "During the party rectification, some people comp! ained 
that our old bureau chief hac used young people who lacled perseverence 

in their work. Our chief replied with a flat refusal to share their views, 
and pointed out that he himself «as also a voung man when he was appointed 

as a leading cadre shortly after the liberation.” 

Wanli, Hu Oilfi and Hao Jianxiu joined tn the praise of this bureau chief. 

Wan Li said: “It is a good thine that we have old comrades like this one! 
This bureau chief has a strone part nirit and high political consciousness. 
lie appointed people according to their ability and deserves our high praise. 


Cive him my regards when you go bac! 
ve could have more old comrades litle him for discovering talents. 


t! 
the country. 


spectacle of ten thousand 
What a fine 


ic 
Comrade Hu Oili said: "An old 
is likely to be shot at,’ and 

first.’ When an enterprise ‘or 
promoted or commended for cert. 
target of complaints or criti 
or individual must disregard 

part must persistently support 
daring to remain conspicuous 
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another 


all eossips and idle comments. 


in the reform and to show their achievements.’ 


I hope 
Then 
iorses in full eallop will appear throuphout 
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thank him on our behalf. 
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After listening to the talk of Chen Chao [7115 6389], director of Anyang 
‘No two Pharmaceutical Plant, about the reform, Wan Li said: “In future 
competitions, quality is the most decisive factor. Whether or not an enter- 


nrise can maintain its footho! 
products.” 


inly depends on the quality of its 








He added: “First we must lower the production costs anc, second, increase 
the output and improve the quality of products. This sould be the proper 
way to develop an enterprise, and only thus can the enterprise make profits. 
However, tiie enterprise must not one-sidedly try to be ‘large and complete’ 
or ‘small and complete.’ It must work for combination with other enter- 
prises on the basis of mutual benefits.” 


After hearing from Chen Chao about the lack of technicians in his plant, 

Wan Li said: “Now, we do not have many graduates from secondary vocational 
schools. This is a problem with the structure of education. The authorities 
are willing to run onlv universities but not secondary vocational schools. 
This is no good.” 


When Chen Chao mentioned the somewhat over-strict regulations from the 
higher authorities, Yan Li said: "“Drups are for treatine illness. If they 
are no good, they mav kill people. They are different from other products, 
and must pass strict scientific tests. The contro] should be strict. On 
the whole, the producer of drugs should be responsible to the people.” 


Lu Dan [7120 0030], a 3l-year old female assistant enrineer and the chief 

of the electronic computer center of Shanghai Nailway Administration Bureau, 
told the meeting how she had, on her own initiative, set up the computer 
center as an economic entity. Wan Li said with elation: "I am in favor 

of using electronic computers in railway administration first. Now, vou 
have taken the lead. This is very gocd.” 


Hu Qili interjected: "We must turn applied technology and the scientific 
achievements of a developing nature into productive forces. Then we must 
recognize these achievements as commodities. If we do not recognize their 
intrinsic value, it will be very difficult to turn them into productive 
forces. Some of these achievements, which should be extensively applied, 
have ended up in some monographic treatises or as exhibits. This is a very 
serious waste.” 


Yu Cafliang [1471 1752 9081], deputy CYL secretary of the No eight Construc- 
tion Company of General Nonierrous Metal Industry Company reported that 
some localities and units ignored the role of the CYL in economic restruc- 
turing. ‘an Li said: “Young people are the mainstay in production and 
reform. It is wrong to ignore the roles of the CYL and the young people. 
At the same time, the league must organize and lead its members and young 
people in serving as pathbreakers or in playing the vanguard's role in 
production and reform. It is wrong for them to ignore you. On the other 
hand, you young people must do something to vindicate your rights." He 
also hoped that the CYL cadres would love their jobs in whatever trade 
they might be, that they would study hard in order to acquire the required 
scientific and technological knowledge, and that they would face the 
realities, the world and the future with confidence and show some concrete 
results. 


Hu Qili said: “If a CYL cadre wants to be both red and expert, he must be 
proficient in his own line before ‘Se can be forceful in ideolopgical-political 
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Wan Li, Mu (ili and Hao Jianxiu were particularly impressed bv the sve 

of Muang Puitane [7896 3843 2768], manager of a comprehensive servic: 
company in Fuandong Teachers Training University. Ne Cili said: 
orientation and method are correct. The worb-study program and the tec 
and daily life services in a university are all quite proper. Your 
experiences should he popularized." Wan Li said: “The service trade as a! 
aid to scientific research, teaching and daily life conveniences in 
university can also help solve the financial problems of the irtellectuals. 
It is very good. Many intellectuals have to tate care of their oxrents as 
well as their children. They have difficulty with their liveli oo t 
their work is very arduous. We should help them solve some problems 

the wage reform. By developing the service trade, we can also help ther 
solve more problems, such as the problems of feeding and raising thei: 
children." 


Finally, Wan Li strongly pointed out: “Our communist party Is the part: 
represercing the people's interests. We must proceed from the interests 

of the state and the people in all undertakings. The o! jective of Che 
current economic reform is to help the country become wealthy and strong, 
to provide the people with real benefits, to speed up the socialist 
material and spiritual developments, and to foster socialist democrac 

This was how we succeeded in winnine the support of peop'e of various 
nationalities in the country." He added: "The economic restructuring must 
rroceed in accordance with the Decision of the Third Plenary Session of the 
12th Party Central Committee. We must make this reform a success. ‘''« 
hoped that the cadres of the older generation coul¢ discover and recommend 
more talented people, and that the young people would follow the exarnl« 

of the fabulous monkey in daring to reform, being good at reform, stucving 
hard and serving as the vanguard in the economic reform. He encouraged the 
young people in these words: "Now that the Party Central Committee has 
given ample opportunity for voung neople to demonstrate their skil!, let 

us see how you will take good advantage of this opportunity.” 


Hu Qili also encouraged them, saying “You must combine the scientif {x 

spirit with the realistic approach and worl: diligently and steadfastly. 
While the reform is in progress, vou should have a clear mind, refrain 

from arrogance in moments of triumph and from defeatism in moments of 
failurs, stand firm in the face of abuses from others, and have an unflinch- 
ing spirit in taking the socialist road. You should also vigorously develop 
a planned commodity economy, perseveringly establish a socialist economic 
system that is full of vitality, and bring ahout a phenomenal chance in our 
country." 


Three and half hours had passed, and the lights had been turned on in the 
courtyard of Zhongnanhai. Wan Li, Mu Qili and Hao Jianxiu escorted the 
young people out of the conference hall, and the young people warm): 
applauded to express their thanks to the leading comrades. 


941] 
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NATLONAL POLICY AND ISSUES 


REFORMING ENTERPRISES BY ECONOMIC, LEGAL MEANS 
Beijing GCONGREN RIBAO in Chinese 14 Nov 84 pp 1-2 


[Article by Gu Ming [7357 2494]: "D 
by Economic and Legal Means” | 


» a Good Job in Reforming Enterprises 


a 


i[Text! The 3d Plenary Session of the Il2th Party Central Committee sureed 

up the experiences, both positive and negative, in economic construction 
accumulated since the founu.ng of New China and the experience in urban and 
rural retorms in the past several years and answered a series of important 
questions both theoretically anc practically. The key to restructuring the 
national economy is the invigoracion of enterprises. With this key in mind, 
we must tind solutions to the existing drawbacks and problems and carry out 

i series ot structural reforms ot the urban economy. We must retorm enterprise 
manavement, planning and pricing, separate the tunctions of government and 
enterprises, establish various torms of economic responsibility systems, 
implement the principle ot distribution according to work, vigorously develop 
diverse economic torms and continue to expand economic and technical exchanges 
it home and abroad. All theee things involve che question of how the state 
should lead, organize and manage the economy and the question of how to 
orrectly apply the economic, administrative and legal means. All these 

have put torward new requirements for strengthening economic legislation, 
retorming enterprises by economic and legal means and promoting the 
development of the productive ftorces. 


[The Decision on Retorm of the Economic Structure, adopted by the I2th Party 
Central Committee at its 3d Plenary Session, is a blueprint for all-round 
retorm, shows the direction for restructuring the urban economy and is a 
great program for us to retorm the economic structure and push forward the 
socialist modernization drive. Retorm of tne economic management system 
must be conducive to speeding up the production and circulation of material 
zoo0ds and to promoting the development of the social productive forces. On 
this premise, the relations of production and the superstructure which are 
ot suited to the development of the productive forces must be reformed 
correspondingly. The state should see to it that the economic relations 
and management forms which are suited to the development of the productive 











forces be codified into laws for the entire society to follow. We should 
know how to elevate through legislation the whole set of correct policies 
and lines, put torward on the basis of objective laws and concrete nationa! 
conditions into laws, statutes and regulations to insure that the policies 
and lines will be etfectively implemented. We should seek development in 
the course of reform and promote reform through economic legislation. Ws. 


should bring about a change in method to lead, organize and manage the economy-- 
from the past practice of managing the economy mainly by administrative means 


to managing the economy by a combination ot economic, administrative and 
legal means. We should carry out retorm according to the principle otf 
separating the tunctions ol government and enterprises, streamlining 
administration and instituting decentralization, extend the decision-making 


power of enterprises and allow them to operate independently and be responsible 


for their own protits and losses so that government organs can properly 
pertorm their function of managing the economy and so that enterprises can 
be invigorated. Government organs should make enacting economic laws and 


regulations and supervising their implementation one of their major tunctions. 


The development of a socialist commodity economy inevitably will bring a 
series of intricate, complex lateral relations in which there are both 
cooperation and competition as well as contract relations and other legal 
relations at home and abroad, and thus inevitably more laws will be needed 
as safeguards. Economic means is combined with legal means as a result. 


Administrative means also needs to be checked and coordinated by leyal means. 


The two have some common characteristics. For example, in macroeconomic 


management, both are exercised in the name of the state, and both are mandatory 
in the name of the state. But the two also have many different characteristix 


For example, administrative means mainly manifests itself as directing and 
organizing actions by organs of state administration or their agents, but 

laws mainly consist of general and pattern-setting norms and rules or code 
of conduct, which are not applicable only to certain specifically designated 


persons or applicable only once, but are universally applicable and repeatedl|: 


applicable. Laws are characterized by their absolute authority, continuity, 


stability and uniformity. Therefore, in economic management, we should leari 


to apply the legal means and be good at organically combining legal with 
economic and administrative means. 


The system of economic laws is an important component of the socialist legal 
system as a whole. Its purpose is to codity into laws the basic norms ot! 
conduct which must be observed in applying administrutive and economic mean 


so that the leadership at all levels will be able to make a clear distinctior 


between what is legal and what is illegal in applying administrative and 
economic means, and so that ent*rprises will have something to go by and 

to restrain themselves with when exerc.sing their decision-making power i: 
production and management. It can be said that as the economy becomes more 
invigorated and the decision-making power of enterprises becomes greater, 
it is all the more necessary to strengthen the economic laws. Only in tl 
way will there be control without rigidity, flexibility without confusion. 
Without economic laws, it is impossible to maintain normal order in social} 
construction, and it is impossible tor the economy as a whole to leap torw 
along the socialist path. Today, as the retorm is progressing in depth, 
the situation not only calls on us to affirm and consolidate the results 
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urh legislation, but requires that we remove the obstruct ions 
up the way for the retorm to advance in depth through legislation. 


» the key to retorming the urban cconomic system is inavigoration 
- Improvement of the planning system is an important condition 
itality of enterprises into play. The state has the power 
ol the enterprises through planning and by economic, 
C legal means. Macroeconomically it is necessary to impe | 
ith pricing, taxation, credit and other economic levers to 
jomic accounting, improve economic management and bring their 
ve and potentialities into play so that they can compcte 
. Within enterprises, it is necessary to apply the various 
— Math J powers to carry out reforms, tap potential CAPaAcCIlles, reward 
t and punish the lazy in order to raise labor productivity to 
) ible level. Both economic and administrative means need 
regulations to be followed so that enterprises can compete in normal 
ormal conditions. Enterprises should pay attention to 
economic laws and regulations. The leadership of an enterprise 
the lead in learning and entorcing the law and foster the habit 
iccording to the law. In conjunction with the consolidation 
» it is necessary to set up legal advisors or economic law 
erprises, or assign full-time legal personnel for them 
wtual needs in order to organizationally insure that economic 
ulations will be implemented. All economic laws and regulations 
terprise management should be translated into specitic rules 
‘as of enterprises, or into code of conduct understandable to 
, } combined with the responsibility system and system of rewards 
lities so that the economic laws will be really implemented in every 
iterprise management. Modern enterprises must have centralized 
d leadership and production command and highly strict labor 
» which must be framed in the form of plant rules and regulations 
inteed of implementation. More than ten enterprises in Guizhou 
ilready set up economic law oftices, which is an attempt to 
prises by legal means. Since its establishment, the Guiyang 
yaa ‘ill Oittice of Economic Laws and Regulations has carried out strict 
evaluations according to rules and regualtions centering around 
responsibility system at every level down to the work shifts 
dividuals, basically insuring that everyone has specific 
3s, that performance is evaluated, that evaluations have specific 
, aad that standards spell out rewards and penalties. 


rector or manager must have certain legal knowledge, in addition 
iid managing abilities. Otherwise, no matter how hard he works, 
. may sulfer heavy losses because he does not know how to use 
protect its rights and interests, or may land in a difficult 
ecause it is “legally illiterate" and has violated law and discipline. 
, bicycle plant in Henan Province was well-known for the Honeybee 
it produced, but its trademerk vas not registered. Another 
reyistered the trademark at the Industry and Commerce 
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Administration. AS a result, the tirst bicycle pl mt could net sell it: 
40,000 bicycles betore changing the trademark to a “Pheasant.” However, 


” 7 ° rf 
Phoenix brand 


the trademark it designed was similar to the trademark of the 


bicycles made in Shanghai. Thus it was charged with violation of the Trademark 


aw, torced to stop selling and remove the -ademarks trom the bicvcles and 
Law yorced t t il 1 rem t trademarks tr the bicv 
made to pay a fine. Al! these troubles threw the plant's production into 


confusion and caused heavy losses. 


Management of the economy by proper use of economic and legal means and 
settlement of economic cases and disputes through the economic courts can 


, 


produce remarkable results. Hundreds oft thousands and millions of yuan in 


frozen funds can be brought back into circulation. Enterprises on the verge 
ot bankruptcy can be brought back into 
be readily cured. Even tormerly poorly managed enterprises can change their 
outlooks and tind international markets for their products. Take the No |] 
Construction Company (a medium-sized enterprise) of Pingdingshan City for 


ite. Chronic "pinkeyve” cases can 


example. As of the end of 1982, several contracting units failed or refused 
to pay without reason a total of 3.2 million yuan of construction funds which 
they owed the company. The sum was twice the amount of the company's reserve 
fund. As the company's money ran out, it could no longer keep its work going 
and had to let its workers take leave because it could not pay their wages 
on time. On the brink of going under, the company tried several times to 

get help trom higher authorities through administrative channels, but to 


th legal means, the 


no avail. The company was forced to go to court. Throu; 
court heard the case and reached a decision. The money that was owed was 


quickly collected, and the enterprise was saved. 


With the retorm ot the economic structure, the continuing promulgation of 


economic laws and regulations and the develepment in depth of economic contacts 


with toreign countries, it is inevitable that more and more economic disputes 
will have to be settled through mediation, arbitration and even litigation, 
and it will become even more pressing tor enterprises to obtain legal help 
from various sources. To solve th problem, quite a tew enterprises have 
set up a legal consultation system, and the role ot lawyers in economic 
activities has begun to be brought into play. For example, since its 
establishment more than 2 years ago, the legal advisers department of the 

"1 


Wuhan Iron and Steel Corporation has handled and settled more than 20 


economic disputes on behalt of the corporation, collected 2.35 million yuan 
in legally owed funds, drafted and examined economic agreements and legal! 
documents, provided important protessional legal advice and so forth, 
involving disputed tunds totalling 215 million yuan. The legal advisers 

oft m ehntlerprise can make SUZeZeSLLIONS tO the leadership ot the enterprise 

on strengthening management according to law, provide economic and legal 
consultation services to the enterprise, help investigate and handle major 
accidents and fight against economic crimes, draft and participate in examin- 
ing domestic and foreign economic contracts and legal papers and take part 

in negotiati INS, signing ot agreements and even court proceedings on behalt 


ot 


the enterprise and effectively protect its legal rights and interesis. 
The establishment of a legal consultant system for enterprises is a nece ity 


in the new situation of economic development. We should regard it as an 


important part of the work to strengthen the legal system in the economi: 








economic 


enterprises. 


condi 


may 


economic 


vet 


From 


1. In actual practice, We Cd! 
legal consultant system wi 
now on, ho 


it is 


ot 
\ win 


I 


th 


: 


Xed tha 


tions to do so will put legal advise 
own legal alttairs step by step, and that 


lawyers or other legal person 
permanent legal consultants. It 
and trade negotiation involving 1! 


cl 


shouid 


with the participation of legal advisers 


activ 


ely import 


technology and toreign ca} 


and economic and technical exchanges 


on the basis of equality and mutual be 


Re 4 or 


m ot 


our economic 


structure 


and 


tiie 


nD 


t : 


badly needs a large number of specialists 


number of managerial and administrative perso: 


in modern economics, technology and leg. 


and l 


eaders, 


bringing about 


with: 
direc 


imbued with a creative, 
a new situation 


Lin 


wide range of new knowledge. Wh 
tors (managers), chief engineers, | 
rlor 


accountants and party secretaries, e 


tairly soon large numbers of 


upright and never stooping to 


respo 


ind ¢ 


management 


will 


pe rso 


management, 


idvan 


nsibil ity 


heir 


be tormed 


nnedl Im d@i 


ce to new 


to protect the legal 


tor the 
l l rade 


levels 


modernizations drive. 


12802 
oa B- 


4006/1177 


workers and staft 
according to law. 


members 
Thus 


socialist ex 


Ss and occupatio 
with whom our legal 


and 


new stage 


in whatev 


lawyers who 
flattery ai 


right 


i] 


(oT) 


, 


4 


SVStTeMm 


4 


at? 


| 


cle 


L 


establishing a 
uj) t i] Ollice 
< Joich have ct! 
talt to handle the 
which cannot do 
their temporary ot 
vy required that ever 
mais be conducted 
nat ef terprises will 
velop toreign trad 
crt tted by iaw and 
ot our national economy 
laws and a large 


apable 


and capable ot 


who 
leW bre 
‘ 1inl 
be ma 


r econo 


, 


undert 


ests Ol 
= do 
i? i) j 


{ Compo 4 


t Cb tn 


Te I 


iribut 


ire 


jhe! 


de 


mi 


ETS, 


t 


| 


1 are knowledzeable 


as organizers 


equ ipped 


Mmion ow 
chict 
1) {ir. 1 
laws. 


iking th 


enterprise: 


vt qual i 


iterpris 


food 
ver i! 
‘. 
- ay 
Lia 4) 
. , 
i 


ir 


t 


mweavys 


rite 


«? 
rit | ' 


ti? 





JPRS-CEA- 85-03] 
25 Marcn 1985 





NATIONAL POLICY AND LSSUES 





JOURNAL VLEWS NON-BANK CREDIT IN RURAL AREAS 


HKO6U901 Beijing JINGJI YANJIU [ECONOMIC RESEARCH] in Chinese No Ll, 20 Jan 55 
pp 33-57 


[Article by Jiang Shiji [5592 0013 0491] of the Rural Finance Research 
Institute of the Guangxi Zhuang Autonomous Region: "How Are the Various Types 
of Non-Bank Credits in Rural Areas at Present To Be Treated"--written in 

July 1984 | 


|Text) 1. On Nongovernmental Credit and Borrowing in Rural Areas 


Nongovernmental credit and borrowing in rural areas is a spontaneous, unorganized 
form of credit regulation which exists widely among the people. It mainly refers 
io credit, as a means of mutual assistance, between laboring agricultural! house- 


holds. 


In recent years nongovernmental credit and borrowing in rural areas has develop- 
ed on quite a large scale. This is mainly a result of the speeding up of the 
two "changes" following the establishment of the responsibility systems in the 
rural areas. Since the founding of the PRC, the rural mechanisms have always 
involved centralized production, centralized credit, and decentralized con- 
sumption. Thus, on the one hand, nongovernmental credit and borrowing was 
illegal, or put another way, it was beyond the protection of the law. On the 
ther hand, because the rural households mainly engaged in production for con- 
sumption or small family sideline businesses, the need to obtain or grant 
credit was Limited. The establishment of credit cooperatives basically 
satisfied this mild demand. Although nongovernmental credit and borrowing did 
not cease, the amounts involved were very small. In recent years, nongovern- 
mental credit and borrowing in rural areas has seen great changes. Not only 
have the amounts increased greatly, but the use made of credit has changed. 
thereas before it was mainly used for resolving livelihood difficulties, now 
it is mainly used to meet production costs in planting, animal husbandry and 
processing, and in transportation and saie. As to the interest rates, before 
there were interest rates or little interest charged, but now there are high 
interest rates and negotiated rates. These changes have come about since thie 
neral implementation of the responsibility systems. The contract households 
ire production and consumption units and are also production operation units. 
As the commodity economy has developed, the avenues for production operations 
iave increased and the incomes of the rural households have increased in an. 
rverall way. In this situation, both the amount of funds needed and the amount 





=, 








of money received and spent have both increased dramatically, but not in a 
balanced way. Thus the funds held in store by rural households and the inter- 
mittent funds available between the links of production, marketing and opera- 
tions have increased greatly. There has also been a Large increase in the 
funding required in expanding reproduction, circulation, and improving liveli- 
hood. Together, these two aspects show that there has been « great need, 

both in scope and depth, tor a means of regulating the supply of and demand 
for credit in the rural areas, and this has caused nongovernmental credit and 
borrowing to be brisk. 


In this situation, the rural bank credit system and credit cooperative credit 
System have not quickly adapted to the new structure of economic change in the 
rural areas. In regard to the organization and use of funds, the banks hoid 
Outmoded management ideas and have outmoded management svstems and operating 
methods. When credit cooperatives began to be operated by officials, they 
became divorced from the masses. This resulted in an artificial reduction in 
their position in the rural credit field. The tight money market in Autumn 1983 
caused these problems of the banks and credit cooperatives to be further ex- 
posed. The cutting off of credit and the reduction of credit forced some of 
the contract households to seek assistance from nongovernment sources. People 
also withdrew their deposits from the credit cooperatives further weakening the 
regulatory capability ot the cooperatives. this resulted in the shrinkage of 
credit supplied by credit cooperatives and an enlivening of non? vernmental 
credit and borrowing and shows that the present briskness of nongovernmental 
credit and borrowing is a result of the credit cooperatives not fully bringing 
into play their role as a source of nongovernmental credit and borrowing. 


Faced with the demands of rural economic policies, how are we to treat the 
nongovernmental credit and borrowing which exists at present? 


Some comrades believe that the present nongovernmental credit and borrowing has 
a socialist nature. This is based on the following: 1) It is beneficial 

to developing, and does not harm, the forces of production. 2) The use of 
nongovernmental credit is basically for meeting production, circulation, and 
consumption needs in a timely way. Jt is mainly a torm of mutual assistance 
and is generally interest free or involves only a low interest rate. It can 
thus be said to be under the leadership of state policies. 3) The two sides 
involved in granting credit and in borrowiny are laboring agricultural house- 
holds. The source of funds is mainly tneir own labor, which is an 

appropriate source. | believe that we cannot conclude on the basis of these 
conditions that nongovernmental credit and borrowing is socialist in nature, 
but it does show that at present it is necessary to allow it to exist and allow 
it to bring into play its beneficial role. As to its nature, | believe that 
the present nongovernmental credit and borrowing in rural areas is a component 
form of the individual operation. I believe it to be a transitional opera- 
tional form which supplements the credit supplied by rural banks and credit 
cooperatives. 


Practice has proved that nongovernmental credit and borrowings, really has many 
advantages: 1) it involves credit dealings of a mutual assistance nature 
between friends and neighbors. It is not intended as a profit-making operation; 
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-) it is tlexible and extensive and its uses are nearly all-encompassing; 
) it is not subject to any restrictions in terms of targets or projects; 4) it 
jikely to be repaid as the two sides involved in the credit and borrowing 
Know each Other and the use ot the tunds is clearly known. There is mutual 
supervision and thus the credit situation is good. These advantages are the 
reason why the vitality of noagevernmental credit and borrowing has not been 
iisned down through the ages. thev are also the major reason why in recent 
times, the credit cooperatives have been unable to replace nongovernmental 
credit: and borrowing, and the reason we should allow the latter to fully bring 
into play its role as a supplement in making up the deficiencies of credit 





OoOPperatives In suppivinys credit. 


However. nongovernmental credit and borrowing also has some unfavorable ettects, 
the main ones being related to the deyree of its vigor, the scope of its 
aclivities and the fact that the level of interest rates to a great degree 
depends on the supply and demand in the tunds market. This brings with it a 
pronounced spontaneity resulting in there being no way to control the scale of 
rural tunds. It is a breeding ground for usury in the rural areas. Thus, 

in regard to nongovernmental credit and borrowing, the banks and credit 
cooperatives must utilize economic measures to expand their own service range 

ind must, through organizational coordination and participation, actively provide 
tridance and draw nongovernmental credit and berrowing onto the planned track. 

On this precondition, we should allow nongovernmental credit and borrowing to 
play a supplementary service role in those areas which are not served or not 


Served sult icientiy, DY credit cooperat ives. 
2. On Usury in Rural Areas 


Rural usury is a specific torm ot nongovernmental credit and borrowing. A 
socialist society does not permit the existence of the typical forms of usury, 
usurer's capital or usurers as described by Marx. However, usury as a social 
economic phenomenon “was produced long before the capitalist production forms, 
and appeared in extremely different socioeconomic formations."* But in actual 
life, on the basis o: our investigations, which could be considered to be 
research into usury, the various forms can generally be divided as follows: 

lL) In some areas where throughout history there has been a tradition of supply- 
ing credit tor the purposes of protit, advantage has been taken of the enlivened 
econom ind forms of neyotiated interest rates and profit sharing whereby one 
person su plies the tunds and the other does the work and profits are divided, 
has appeared. They enyaye in the supply of credit for the purpese of profit. 


Its characteristic, apart trom higher interest rates, is that the aim of the 
credit: supplier is to make a profit. In order to share in the profits, he 
covers himsel!l by charging high interests. 2) Some people take advantage of 


other's urgent need tor tunds, and employ usury by using the methods of capital 
plus interest, or additional repayments. 3) Some other people use the method 

ft buying futures when supplying credit. This is a continuation of our nation's 
traditional method of buying rice sheots so as to achieve high profits even when 
interest rates are not stale. At present, in order to sort out the credit 
relationships in the rural areas, and improve the rural credit systems, so as 

to further serve the development of the commodity economy, it is important that 
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we correctly differentiate between usu: ynd mutu sistamee in tes 


tunds between laboring ayricultural lhousciwlds. We wuld not treat them in 
the Same way. Thus, we must tirst i ina : st mGganrd | ! eS. t' im uisiain if . 


Some comrades advocate an on-the-spot met hiod t distinguishing usurv. bite’ 
suggest the use of an interest rate line, with interest rates above this Line 


constituting usury. This method is simple and easy and it mo obe taken dio lieud 
at the grassroots level. Actually thi: elhod inis Des fin the past but 
it produced little effect. While usury natural entail nivyh interest rates, 
this is but one of the indications. We must also pay great attention to indica- 
tions of its nature. Our aim is to strike at credit and borrowing which damages 
production, life, or society. Our aim is net t simply strike at credit: and 


borrowing which entails a high interest rate. Put another wav, if we just 
consider things from an amount indicator, it will be very difficult to set down 
this interest rate line. This is beciuse the appropriate rate will be aftected 
by the time, the place and the protits obtained by the borrower, all of which 
can vary enormously. We cannot really express it as a static ftised number. lt 
we set down a general interest rate line, it is quite possible tnat it would lave 
the opposite effect. On the one hand, there would be credit and borrowing with 
the danger of usury, because usury if it bad an interest rate slightly less than 
the set line, would be legalized and would be protected. On the other inind, some 


non-usurious credit and borrowing which bad an interest rote slichtly tivies 

than the set line would be attacked. ln actual lite, ecample of this are 
numerous. Thus, just Looking at the leve! ! interest rates ikes it very 
difticult to draw an appropriste line. It al makes it verv diftieult to ses 
clearly the essence of the probler and iV even lea t Where We Decome dlbvoteed 
trom the aim of striking at usury. ut usur iso Sh dec cOonOMmic phenomenon. | 
something is really usury, its afteretiocts will inevitably be tully of irtiall 
revealed, and it will be impossible to conceal this trom triends and neishbor 

It the credit is not usurious in nature, then the two sides in the credit) and 
borrowing transaction, perhaps neivhbors, will both be obtaining benet its. linus, 
even if the interest rate is a little livh. tin Will sav nothin ‘bout it. vr 
else, publicly thev will sav that thy: ire using a rate in accordance with the 
line, but behind the scenes they wil! rrange extra payments. In briet., this 
type of line will be unable to play i role in distinguishing and striking at 
usury. In addition, drawiny up a line will result in those nongovernmental credit 
and borrowing transactions whicii .it resent inave Little or no interest harywed, 
being subject to interest, perhaps ev: lich interest, on the pretest ot it being 
the rivht thing to do. in briet, thi ethed of drawin i line tor distinguishing 
usury brings with it more problems than advantaves. cocannot resard normal 
credit and borrowing between people as usury just because it entail i odvigeh 
interest rate. The aim is to find out those usurers whe coustantly enyvage in 
exploitation through the use of high interest rt ml tor whe this has become 
their major economic source, Who seriously harm the sectialist economy and the 
peoples’ livelihood, and who destroy tinancial rket: In decidine whether a 
transaction is usury, apart trom quant btuitive stinulations, there are also 
qualitative stipulations which are more important as determining tactor 





After synthesizing the demands of these two aspects, IT believe that a standard 
for dist inguishing usury consists of three components: lL) We should see whether 
the credit supplied plays a promoting role or a damaging role in regard to the 
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productive fterces. Does it promote, or harm and obstruct, the development ovo! 
production, supply, and marketing? "“Usurers know no other restrictions than 
the ability of those who need the money to shoulder the loan burden and their 
ability to resist." (lbid., p 677) The interest rates demanded by usurers 

ire not determined by profit rates. “They cause producers to fall gradually 
turther into debt, wiaich results in the latter being unable to carry out norma! 
reproduction because of the heavy burden of interest on their backs." (Ibid., 
»p 675) Conversely, interest rates in nongovernmental credit and borrowing lave 
the precondition of allowing the borrower to invest in operations with the 
prospect of making a profit. This provides the possibility of expanding produc- 
tion, supply, and mirketing activities, which in turn leads to the development 
of the forces of production. 2) We must look at the economic position and 
situation of the two sides in any credit and borrowing transaction. In non- 
wovernmental credit and borrowing the economic position and situation «©. the 
two sides is equal. The conditions of the credit are agreed by the two sides 
through consultation on a voluntary and independent basis. The two sides rely 
on each other, each applying his own strong points and each having a role to 
play. But in usury, the economic position and situation of the two sides in- 
volved is not equal. The one who requires credit is in ditficulties and is 
reluctantly swallowing a bitter fruit which goes against his aspirations. Tin 
usurer takes advantage of the situation and imposes conditions on the other 
party which are not of advantage to him and which can even be cruel and exploita- 
tive. }) We should look at the status of the person providing the credit. In 
ponvovernmental credit and borrowing, the two sides are laboring. agricultural 
households who borrow and lend regularly. A usurer only lends and Lives ott 





the interest. This interest accumulates into capital. These three indication: 
include both qualitative and quantitative stipulations. When these exist 
together, we can detinitely say that it is usury. In dealing with usurers, we 
should strictly suppress them, punish them according to law, order them to return 
that which thev obtained through usury, and stop them from engaging in usurious 
ictivities. 


Usury dees not e ist en a large seale in the rural areas at present. but en- 
livening the cural economy requires the mobilization of more tunds through 
diversified rural credit channels and the use of these ftunds in developing 

the rural commodity econemv. Nonygovernment credit and borrowing is an important 
form of rural credit. There is an objective demand that we put torward an 
rccurate and concise standard tor distinguishing concealed usury trom ordinary 
nongovernmental credit and borrowing. The two should be treated ditterentiy. 

we Should vive the vreen Light to normal operation of nongovernmental credit) and 
borrowing and, in a timely way, strike at and punish those actions of usury 
Which nave appeared, while being vigilant and maintaining a lookout tor usury 
Which might appear. In brief, the aim is to enliven the economy and this is 
the important thins. The aim of punishing and striking at usuricus exploita- 


tion is to eliminate negative elements, so as to turther enliven the rural 








3. On Commercial Credit in Rural Areas 


Commercial credit under the capitalist system, commercial credit as it exi 


Sts 


at present in our nation, and commercial credit as it exists in our rural areas 


are three different concepts. Commercial credit under the capitalist syste: 


“credit mutually supplied by capitalists who are engaged in reproduction. 
is the basis of the credit system." (Ibid., p 542) It is a widely-utili 
credit system which was gradually formed by the demands of economic deve! 
ment. Our nation's commercial credit, as we have until now not issued 


negotiable securities and do not have a stock exchange, has had a very |im 


scale of activity and use, and its role has been much smaller. It is not 


is 


This 


\ 


p- 


lted 


the 


basis of the credit system. It mainly manifests credit relationships between 
enterprises or between enterprises and consumers when, during purchasine and 
selling activities, the movement of money and goods becomes disjointed. The 
scale and role of our nation's rural commercial credit is even smaller. Apart 
from deposit payment in advance and installment purchase which have taken shape 


roughly and which are accepted by the public, the use of credit has mostly 
been an emergency measure which an enterprise was forced to take at one pla 


c «” 


and at one time to meet temporary needs. It was not regularized and did mot 


have a fixed pattern, and sometimes the borrower was unwilling to disclose the 


matter. It was not paid much attention by any of the sides involved. [In 


the 


last few years, aS the channels of circulation have been opened and diversitied, 
operational forms have come into existence, the role of market regulation has 


expanded, and there has been a readjustment of the economic structure and 
production structure. This has made it necessary for some enterprises to 


j 


enliven production, transport, and sales at the same time, resultin, in daily- 


increasing briskness in commercial credit between enterprises. This was 


the 


especially so in 1983 when the money market was tight. This resulted in som 
more 


unsuitable aspects of bank credit and the account settling system becoming 


prominent and the use of rural commercial credit gradually becoming more 


frequent. Its advantages and problems were also thus fully exposed and this 
drew people's attention to them. They believed that it was necessary for us 
to make clear its position and role, and to set down the way we are to handle 


At present, our nation's rural commercial credit basically involves two major 
categories--handing over goods and receiving payment later, and first payviny tor 
goods and taking delivery later. These two categories include buying on credit, 


prior payment, using a purchasing agent, using a sales agent, installment 


payment, deferred payment and a small amount of direct credit. In regard to 


a number of products, especially those products for which the market is almost 


Saturated and new products, buying on credit, employing sales agents and 


it. 


installment purchase have a definite positive role in opening up sales avenues, 


developing new sales areas, resolving temporary production and sales hold-ups, 
clearing circulation channels and clearing away overstocked goods. They c 


improve the former situation where enterprises have had to face temporary 


crises, and can enliven the operations of some enterprises, thus promoting 


improvement and strengthening of their management systems. This will be 


the 


advantageous in enlivening the rural economy. Today, when information docs 


not flow freely and the level of enterprise management is not high, it is 
necessary to seek help from the above methods as situations arise. 


more 








However, at Ppresenl, sve rural commer es 
contradictions, promotes blind producti . “Ve ides 
infusions tor enterprises which shou Clas edit 
system has not vet been tormed, « , rder 
and tailure to honor commitments occur. : 

beneficial role, we must carr’ ut : ; tk 
choices so that rural commercial redit ect ts : 
For example, there are those who engage aArou 

lirect credit desling between ent. rpt ‘ ‘ 
iments, and so on. This is very serious. ition 

of credit funds, divorced from the state’ ~ it i tine 
reallocation of funds and goods and m* i i 
results in some enterprises s’eeriay clear a which 
harms the role of banks as a credit lever » Promote, 

and control credit. the enterprises al: lit. 

This i ‘specaally so of those enterpris . wn but 

which optain infusions of rural commerciai ist a 
crippled operations, wheezing along. = Thi ent. 

Some conceal contradictions between pr i neredit 
ind selling on a commission basis. Mas ‘ have 

brisk sales or can realize brisk siles, roduction 
ind harm the readjustment of the product , tli 

tor credit between enterprises, but then riminatel 

ind the enterprise gets behind in repayments. t enterprise's 
operations management being thrown int li ; toa gualitae- 
tive analysis of these commercial redit ise, and 
Llow tnat commercial credit which is bs ipplement 
t bank credit. As to that merci re ° ine srmoudid 
provide necessary restrictions and pre , upervision. 
At the same time, they must strenytii : 
credit and improve the account ttli revel 
requirements of enterprises in thei 

+. On Credit Supplied by Rural Cre 

The Dratt Regulations tor Demonstrit ited 

in 1956, clearly stipulated tirat th. tives “i 

so that the laboring people themse] v« elp and 
cooperation, in coordination with thi mk. ln terms 

of organizing and regulating tunds, t uction, 
stabilize rural finances, restrict rura brake 
capitalist usurious exploitation in the rut it 
cooperatives are organizations where t via ase 

their funds in mutual help and cooperation, rrowi i 
naturally nongovernmental credit) and bor t 
nongovernmental credit and borrowing whi eadershijy f 
the state. Ihe credit cooperatives wer: rm ition 

‘f credit ind borrowin x In theory, Live wl Need 
to seek credit outside the credit: cooper le 

would not have sufficient ftunds ¢ ly ver the 





last §O years has shown that the rural cooperatives hay bers 
in nongovernmental credit and borrowing. However, credit ipl ie 


cooperatives is subject to planned state guidance. it is an or 

of credit and borrowing. The use of the credit, the amount, the approval, 
and even the interest rate must have certain necessary limits dre 

Thus, it is unable to replace that nongovernmental credit ul borrowin 
encompasses nearly all types and forms and which is transacted maint: 
assistance between friends and neighbors. dowever, in the Cire he 
cooperative work is being carried out normally the areas invoivi T , 


mental credit and borrowing, the amounts involved, and the int luenc: 

type of credit will be small and wili only serve as a supplement to cre 
cooperative credit. In recent years, there has been great development 
nongovernmental credit and borrowing in rural areas. In miny oreas, the ra 
of credit and borrowing and the amounts involved have approached or ou 


the levels of the local credit cooperatives. This is ~sinly because the credit 
cooperatives are the same as the state banks in terms isin policies, 
operational forms, economic accounting and in their treatment of their stu 


Thus, they have lost their mass nature, their democratic nature, and thei: 
flexibility and have become officially managed. As credit: cooperative credi 


and borrowing has come to gradually emulate that of banks, it is no longer 
nongovernmental credit and borrowing. Lts role as nonp rrument redit 
borrowing is diminishing, producing a shrinkage in credit ipplied by credit 


cooperatives. The situation in various areas indicates that development i: 


credit cooperative business is precisely and inversely related to the depre 
of vitality in nongovernmental credit and borrowing. As credit cooperat! 


business declines, nongovernmental credit and borrowing becomes brisi.. tin 
credit cooperatives must urgently carry out reform and correctly run cooperitiv 
tinancial organizations which have a mass nature. They simuld revive tly 
original true features of nongovernmental credit and borrowing ond re 

a role in this regard. They should become the major component of the rur 
credit system. Only under this precondition can they truly briny, int 
their role in nongovernmental credit and borrowing, and their role in oui 
nongovernmental credit and borrowing, and punishing and striking at usury. 

we wish to enliven credit supplied by credit cooperatives, the basic aven 

is to revive their mass nature, democratic nature, and flexibility so tiat the 
can truly become collectively-owned financial ryanizations and tndepend 
economic entities. The organs must be small and numerous so Chat tine 

be near the peasants and conveniently supervised. Under the leadersii 
State tinancial policies and planning intentions, there siwuld be itil it 
in important matters in terms of business scope, operational formn:, rkia 
procedures. In the organization of funds, it is important t Ter 

to the fact that since the reform of the rural structure, th mtraict hous 
holds are composite entities which consume, produce, an an poor 

Thus, it is necessary to change the tormer situation where itt 

paid to the area of consumption and was restricted to absorbing those st 

tunds awaiting use. It is necessary to strengthen service and t sorb those 
intermittent funds in the course of production and circulation. 

do this, it is necessary to provide many channels and min rms. 
the deposit forms by starting up specialized deposits ind 1 t 


Attention should be paid to organizing lony credits thi - 
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activities. The credit cooperatives and the various businesses and enterprise: 
in ~he rural areas should establish a relationship of wide-ranging dealings, 
and organize the tunds which are in all sorts of different situations. In tin 
utilization of funds, it is necessary to expand the range of use. If a sour 

ot tunds is permitted, and it is an appropriate project for nongovernment 4! 
credit and borrowing, it can be considered as being within the business scop 
vf the credit cooperatives. As to interest rates, the range within which tly. 
tloat should be expanded and they may range up to twice the interest rates 
charged by banks. If things are done in this wav, and the scale of credit 
supplied by credit cooperatives is expanded, and control over investment dire - 
tion is also broadened, will it affect state planned management, credit eguili- 
brium, or currency stability? I believe that, on the one hand, if credit 
cooperatives can organize sufficient rural funds and they can take in a las 
amunt of funds and supply a large amount of credit, the above-mentioned 
problems will not occur. Also, if we rely on bank credits, the banks will b:« 
able to exercise appropriate control and again the above-mentioned problems 
will not occur. On the other hand, I believe that if the credit cooperatives 
do not provide credit or provide only a little credit, nongovernmental credit 
and borrowing will replace them. The amount of rural credit, however, wil! 
remain the same and will not decrease. Thus, the cooperatives will yield thet: 
position to the unorganized activities of nongovernmental credit and borrowin 
which is not as desirable as credit cooperatives acting in a planned way. 


In the past, under the guidance of “leftist™ ideas, it was stressed that cre 
should be handled in a centralized way by banks. The role of nongovernment :! 
credit and borrowing in the development of the rural commodity economy was 
ignored. In regard to this, the credit cooperatives must carry out major 
reforms and really fulfill their role in nongovernmental credit and borrowiny. 
Only in this way can the credit covperatives possibly become the major component 
of the rural credit system. And only in this wav can they have the strength 
to use econumic measures in guiding nongovernmental credit and borrowing, and 
punish and strike at usurious actions. In this way, we will be able to for: 
multilevel rural credit system which is guided by bank credits and in whic! 
credit supplied by credit cooperatives is the main part, and ordinary non- 
governmental credit and borrowing acts as a supplement as the occasion deminaus. 
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resent many pesple are unanimous in the idea that ordinar \ 
mmune seats shouid De CoOnSILlUered rural ireas. HOWeVer, An Fe 
ae Gq leStion oO! Where county oe ) its sdku Lil »c reasvulILiDis UCVelLopse 4 wil 


ic unty Level Which nave eSTaDdDilsited urban systems Delong, Chere re 
sLlierences OT opinlon. Some Delieve that they should be msidered rul 


reas, While others believe that tlic should be considered urban areas. 


rid that they should not be considered rural areas or urban are 


asitional region between urban and rural areas. The differences in view 
etlect differences in the basis from which they proceeded in their ress : 
se towns over which there is dispute, most of which are , OW : 
in important bearing on the overall distribution and constructi 
was. thus, we should tirst clarity this problem. 
velieve that, apart trom a small number ot relatively develope it Ls, 
i@ remainder are rural centers. Thus, we should proceed trom rural ecot 
ial development in studving and planning the distributi ’ : 
, of small towns. The reasons are as tollows: 
, aS a particular type ot munity (community is a sociological con 
Lid social entity restricted to a particular area such as a village, 
m, or a city) have formed and developed over history. The concept of 
historical category. After iberation, our nation's administrative t 
regarded county seats and mmunities below Ihe oOunrt seat level whi 
hn urban oryanizational ;: Le is the lowest “urban"™ level. lhe ome ‘= 
is tor establishing urban organizational svstems tormulated in June 19) 
ised in December 1963 used pulation tigures and the industrial structure 
uc bases for determining urban areas. the specitic regulations at that ti 
ve is tollows: Towns can be established in areas which have a populati 
JU0 people, of which over 7/0 percent are urban dwellers, and in are 
naive a population of 2, U0 t 3,U00 people, of which over 8) percent are 
dwellers. Under these specitic policies some town residents ate tate- 
ted vrain and, in the recruitment ot workers and in employment, were treat 
> urban dwellers. Only in term f urban construction funds did the tow 
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enterprises were operated, more and mre 


surplus 


r Was 


agricultural production sectors and other sectors. <A mixture of 


urban 


’ 
‘ 


diverted t Thon) 


rural areas occurred. But because grain was in short supply throughout tl 
country, it was not possible to increase by a large number the population 
supplied with state grain, nor was it possible to open grain markets. ; 
enterprises were unable to enter the towns, labor was unable to enter Chi 
towns, and there remained a wide gap between towns and rural areas. 

The above “reasons" and conditions have seen basic and essential changes: 

1) The grain production situation has chanyved. The overall national grain 
Situation has changed trom one in which there was a long-standing vrain t- 
age to one in which we overfulfill our low standards. This has provided 
conditions whereby the peasants are coming to the towns and looking atte: 
their own food grain needs. If we achiuv i further abolition of state 
monopoly in purchasing and marketing ot tins and oils in the future, then it 
that time the dividing line between the urban and rural pepulation will becom 
less rigid and household registration will no longer be the essential basis to: 
dividing urban and rural areas. 2) The production structure has changed. \ 
industry and commerce has become more developed in the rural areas, it has 
brought appropriate changes in the structure of the labor force and chanyes in 
the composition of the community. Using Jiangsu Province as an example, tin 
industrial output value of commune and production brigade enterprises throushout 
the province totaled 16.209 billion yuan in 1983. ‘this provided 45.5 percent 
of tne total rural output value. In that vVear, the rural labor torce engayed 
in industry within the province grew to 4 million persons, 20 percent of the 
total rural labor force. Because of this, the composition of the comnunit 
also saw changes in the rural areas many places where industry and commerce: 
came together appeared. In order to accord with this deve lopment bind dnaa aye 
in the economy and society, the state has al low peasants to enter the lows 
(including county seats and other towns with urban organizational systems), 
provided they can look after their own tood vrain. They engage in industry, 
commerce, and the service trades and settle in the towns. Since this has been 
allowed, the former standards for difterentiatiny urban and rural areas in 
this type of town community have become more indistinct daily. It we continue 


to take 


towns as the 


lowest 


division between urban and 


tinct 
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ncentrated, technology is concentrated, and there is high efticiency. 
Following the changes in the level of the agricultural forces of production, 
in the industrial structure, and in the composition of the labor force, in the 
expanded rural areas it is inevitable that collective communities which have 
industry and commerce at their core and which have an economy which is multi- 
faceted will appear. The rural Labor torce and population will gradually come 
C collect in communities like this. These will be rural areas and towns at 
the same time. This tvpe ot urbanized rural area has already appeared in 
southern Jiangsu and other such economically advanced areas. It seems inevit- 
ible that in the not too distant future this will occur all over the country. 
As the rural areas advance along the road to urbanization, the concept of rural 
ireas has already begun to change. We should not use former concepts in 
ditterentiating urban areas and rural areas, nor should we simply refer to 
those communities which do not conform with our concepticns of urban and rural 
ireas as “transitional zones." We should see these new communities as organic 
mponent parts oft the urbarized rural areas. In line with this, we cannot 
ist use urban population a in indicator in measuring the nationil urban level. 
vw should have a new svstem ot rvhensive indicators. iis is a matter 
requiring specialized research. At present, before there is a general urbaniza- 
tion of the rural areas, the tirst things to appear will be « wmic and social 
centers. In regard to this, the pur Central Committee and the St.te Council 
put torward directives on buildin ll towns, and in 1984 Chey put torward 
requirements “that towns be gradua built and become economic and cultural 
enters in the rural areas,” and th the original commune and production brigade 
enterprises be jointly referred t is “rural town enterprises." This is a 
) inning, in ter epts, in breaking through the original divisions 
etween villages and town 
it is clearly understo Chat tow ire rural centers and that they form an 
cit Jitn rural areas, then we wi be able to proceed trom the development 
i the rural economy and society in st ing the distribution of towns. Ot 
urse, this certainly does not mean we will overlook the intluence of the 
ities. If there was no influence tr t he ities, there would be no rural 
modernization or urbanization. The rural areas are the bases on which small 
towns emerce, while ities are essential tor their emergence. Small towns 
re the products of rural area tich hive been cradually urbanized under the 
influence of the cities. thi wrt ike sma number of advanced countries 
“ the towns are decentralized area ! ities which have expanded to an 
essive degree. This is the basi tarting point in our research into the 
estion of cmall towns. 
wal has been lise ussed ipove is town v¢ w the mntv seat level. As to the 
inty seats, it is important that we kK oat the relationship between their 
wom in social live ind the rural are , their relationship with  T.ciaes 
ilso it rt ant 1 re rd the tormer relationship, the county seats, 
{ © tow ) them, f ’ enter repagr to the latter 
bv ip, Civ i [ ‘ me Cine est level ! ! ity. ihe 
! rvve iti re i i est re 1 








the City-Town-Village Network 


iuwis are organic component parts of the rural areas. Their development i 
directly related to the development of the forces of production in the r: 

areas. Because there are differences in the degree to which rural produ 
has been made specialized, socialized, and of a commodity nature, the s 
1 various areas where specialized production has been centralized and 

intluence on the surrounding rural areas inevitably difter. Thus, this 
ot urbanized community naturally has difterent Levels. Seen in terms ©! 
Jiangsu, there are four levels: 


|. <As center of a hamlet or a number ot hamlets. They contain some centr 
ed small-scale commerce and service industries. They service the diily 

and production of the masses living within 3 to 5 li. Although the varict 
ot their commodities is not great and the service quality is not high, b. 
they are in close proximity to the rural households, the misses tind Che 
convenient. These centers also centralize some simple industrial and vind! 
cratts industry which are run by the hamlets, by a combination of rural ty 
holds, or as individual operations. These operations can absorb some sur 


labor and provide employment or part-time employment to those who are unmibl: 


to leave their families by having them use their spare-time to engage in 
industry or sideline production. This also assists in resolving the prob! 
ot looking after the old and the young at home. 


2. As center of a village [xiang 6763] (or commune): In general, they am 
the sites of the village government or the commune management organ. bit 
Jiangsu, there are both villages and communes, and the communes are stil | 
economic entities. They have a certain degree ot commune-crun industrial 
commune enterprises, supply and marketing cooperatives, grain, and {ininci 
departments and so on. Thus they form a level as an economic center. Fol! 
ing the development of the socialization and specialization of agricultur. 
production, the communes are utilizing their own economic strengths aad ari 
developing enterprises to serve agriculture both before and after producti 
lhis has resulted in them becoming a series center level, serving agricul! 
both betore and after production. 


s. As a center of a medium-size district which includes several villayy 
(generally with about 100,000 people) and which has reasonably convenient 
transport and an industrial and commercial area (this area is, general! 
village center for several villages). They have relations with quite a wi 
region, and quite a number of commodities are distributed from these disti 
enter, resulting in flourishing markets. In the words of the masses: "I! 
su Want to buy something here you can buy it, and if you walt to sell some 
thine you can sell it." In northern Jiangsu, in the areas where regular 
periodic markets are retained, on market days up to 10,000 people atten 
The superiorities of the market in turn promote the development of indust: 
ind commerce. Thus, generally all of these central areas are centers tor 
large number of industrial and commercial enterprises. Also, some countl: 
ip COUuNnty managed enterprises in these places. Under the situation of a 
sion between government and enterprise tunctions, some Village Ccommuns 
rises have broken down the regional divisions between villages Ccommunes) 
taken the initiative to set up this type of center in order to strive tor 


etter economic benetits. 


i? 


ci 





cr 
* 


+. AS au center tor the whole county. In Jiangsu, a county has a population 
Of 300,400 to 500,000 people and the county seat is the political and cultural 


center tor the whole county. If it is in an appropriate position and there are 


no large or medium-size cities nearby, the county seat also acts as the 
economi ente or the whole county. tf the county seat is not in an appro- 
priate position, the real economic center miv be in a place outside the county 
wat. Tt Clue rant Seat depends vreatly on Large and medium-size cities, 
then, Like Che regional centers, it will be closely bound to the large and 
medium-size cities. lhus, the county seat, on the economic level, will be 


nothing more than an appended regional center and it will not differ greatly 
trom othe. regional centers. 


The above four levels of a rural center linked with the large and medium-size 
cities torms the general prospect tor the city-town-village network in the 


present Nerlod,. 


The tormation and development of a community is, in the end, determined by its 
economi interests and its social interests. Our industry, commerce, service 
trades, and even our cultural and educational undertakings are centralized or 
decentralized in accordance with the region. Centralization provides the 
benefits of increased scale and coordination, while decentralization allows 
proximity to the masses and is convenient tor the producers and consumers. 

In terms of pure commerce, that is, wholesale commerce, centralization provides 


, 


quite great economic benefits. Marx in "Das Kapital” pointed out: "A 


Phenomenon which occurs more frequently in commerce than in industry is that 


tor the same function, regardles: | whether it is completed on a large scale 
or a small scale, the same amount of Labor time must be expended. Thus, in 
terms of history, the phenomenon of centralization appeared earlier in the 
mmercial profession than it did in the industrial workplace.” (Marx: 
"Das Kapital," Vol 3, People's Publishing House 1975 edition, p 329) He illus- 
trated this by saving: “The cost ot 100 small jobs is incomparably higher 
than the cost of one large a. he st of operating !100 small warehouses is 
incomparably greater than that of operatin, one large warehouse, and so on. 
Ihe minimum amount f transport tunds necessary to enter the commercial profes- 
sion will increase with decent: ization.” (Ibid) Marx was talking here about 
the centrilization of i imal the fa that those enterprises which have much 
pital and cquipment want to establish themselves in places which are quite 
high-level. lhis inevitably brings with it entralization in zones. However, 
‘ther tactors also produ restrictions and it is not advisable to become 
excessively centralized. For example, storage, processing, and wholesale 


facilities for rural sideline products should be quite close to the production 
ireas. As tor perishable items Like tresh fish and mushrooms, necessary 


transportation distances should be kept short. Industrial wholesale operations 





should als De quite ciose ft the retail businesses. Thus, we should also seek 
suitable decentralization. there is no doubt that we must do our best to 

have retail isSiness« near consumers, ind thus the general trend will be 

towards decentralization. However, after decentralization the number of 
mmodity varieti« will be accordingly reduced. We will have to centralize 

1 Large number of « Mdities in department stores and sell high quality 
maodittes. bis will require appropriate centralization. Industry will also 

experience these two trends. The small-scale industries and handicrafts 








industries will be decentralized in the vast rural areas so that they can 
fully absorb the spare-time Labor of the peasants in the vicinity and use 

it in industrial production. The labor torce will live in the village and 

20 to the enterprise to work. This will be convenient for the Laborers 
themselves, as they will still be able to look after agricultural work and 
family tasks. At the same time, it will also reduce the investment re- 
quired in establishing the ftactory and the expenses involved in production. 
However, highly organized industrial enterprises require good conditions in 
regard to the supply of water, heat, and electricity. This means that 

they need to be centralized in appropriate places, as this will be beneficial 
tor realizing a large number of combinations between enterprises and the 
development of mutual coordination in a division of work. As to cultural, 
educational, and health undertakings, centralization has the advantage of 
raising the quality, while decentralization has the advantage of making them 
more generally available. The effect of the two trends of centralization and 
decentralization will inevitably result in industrial, commercial, and service 
industries as well as cultural, educational, and health undertakings of dif- 
ferent levels being centralized at different administrative levels. This wil} 
result in the formation of a regular, ordered ladder from the rural areas to 
the cities forming a city-town-village system or network. On the one hand, 
we need to centralize to a high degree the large and medium-sized cities. 

On the other hand, we need to achieve network points which are centralized to 
difterent degrees. In this way we can ensure that the rural areas have 
centers and that the cities are able to stand by themselves. Thus we can 
achieve a tight alliance between urban and rural areas. We should carry out 
construction in a planned way in accordance with these objective needs. 


Open-Style Rural Areas and Small Socioeconomic Zones Which Have Towns as Centers 


following the changes in the rural areas and the establishment of the city-town- 


village networks, our nation's vast rural areas are evolving from isolated and 
semi-isolated rural areas into open-style rural areas. This is a condition for 
the modernization of the rural areas and also one of the clear indications of a 
modern rural areas. Now we wish to probe further. What is the basic community 
Structure of the open-style rural areas? How does such an area cause a town 
contained within it to become its center? 


lhe basic characteristic of isolated and semi-isolated rural areas is that there 


are small individual rural communities separate from one another. During the 
process of socialist transformaticn, we transformed the small-scale rural 


economy, realized the cooperativization of agriculture, and changed the situation 
where small-scale farming families were units mutually isolated from one another. 


hut because the level of the rural forces of production was very low and 


especially because of the influence of the national economy ideology over a long 


period and "Leftist" policies, the development of the commodity economy was 
pe 


restricted. Therefore, there was no change in the self-sufficient and semi-self- 


sufficient nature of the rural areas, and there was no basic change in the 
isolated and semi-isolated situation of the rural areas. Apart from a smal]! 
number of economically advanced areas, the rural areas at that time were selt- 
sulticient or semi-self-sufficient areas divided into cooperatives (later 








wtion brigades). Although within the cooperatives there occurred a tech- 
ical division labor, there was Little interaction between cooperatives. 
‘reat degree, thev were isolated. The separation between urban areas and 
ireas Was even more serious. After the 3d Plenary Session of the I1th 


01 Committee it was aftirmed in theory that tite development of 


lity production was an indispensable, inevitable process in developing 
tion's socialist rural economy. At the same time, a series of important 
ras were carried out, developing commodity production and exchange. 


wing the development of the commodity economy, our nation's rural areas 
ire noW in the middle of an important transformation whereby they are changing 
in isolated and semi-isolated situation into open-style rural areas. 


basic community structure within isolated and semi-isolated rural areas is 
Chat ot the village. Social interaction between people is mainly carried out 
in the villages betweea friends and neighbors. It was precisely because of this 


beat, in the past, social science workers were able to obtain a basic under- 


Standin.s of the rural area atter dissecting a village. However, now, and 

it! iu the tuture, this method will not be enough. A village may be, 
ititerent degrees, Like a residential area of a city. The people Live in 
t residential area but their activities far exceed these bounds. The rural 
ireis have been “opened.” The basic characteristic of open-style rural areas 


that economic and cultural centers are formed at different levels and 
ines between people mainiy take place in these centers. The rural areas 
wding these centers torm close horizontal and vertical relationships with 
ters and with other rural areas. These relationships are miin!ly not 
trative relationships or relationships between friends and neighbors 
tionships do exist but not on a large scale), but are relationships 


mmiec and cultural spheres. 
fully analyzing the many types of relationships between people, we can 
ee that under miditions of a large-scale commodity economy people's activities 


moter around the production, supply, and sales of commodities. The greatest 

juency and amount of movement by people is produced by their following the 
ition ot commodities. Under the present specific conditions, information, 
mnolowy, and culture to a great degree follow in the steps of the people. In 
yhere commodity circulation is not tree and where people's activities are 
I, the tlow ot information, technology, and culture is also restricted. 

mas, in studying the community network of open=-style rural areas it is 
sSary to use the commodity circulation network as a base. In places where 


dit: irculation is centralized, it is natural and likely that Large 
rrcial industry communities or industrial commerce comnunities will be 
ed. ese places will become the centers of information, technology, aad 
; / tous will become centers for dealings among people. That which 
es serious analysis is the third Level mentioned above--those regional 
r several illaves with a population of over 100,000 people. 
iously, both economic and cultural activilies are subject to Lhe 
. end if centralization and decentralization. The above regional centers 
uperiority of appropriate centralization and the advantage of 
se t tin surrounding masses. According to our investigations in 
,O70 (068) Count in southern Jiangsu and in Xinyi [2450 3085] County 


rthe Lanysu, the service radius of the regional centers is about 20 Ii. 








Using modern ( », travelin this distance takes woul am Theour, 
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vercl Problems in the Distribution, Planning, and Constructien of Small Towns 


ve analysis of the city-town-village network and the community structure 
the rural areas is directly related tothe problems of distributing, planning, 


ind building small towns. We can discuss these problems as follows: 


.. Distribution and planning: The city-town-village is a comprehensive system 
ind we should carry out construction in a planned way. We should proceed from 
the development of the rural areas, Link them with the cities, and do well 
in the overall distribution of the county seats and the small towns below that 
‘evel. The position of the county seat is fixed and, barring unusual situa- 
tions, it is very unlikely that it will be moved. The towns below the county 
reat level are in the process of development and they need to be rationally 
rranged. Thus the key point in distribution will be the town which is the 
ecional center. When arranging the position of a regional center, we should 
sisider the following: 1) The scale of the surrounding rural areas with which 
iis relations and the size of the population; 2) the level of development 
the surrounding rural areas and the development prospects in the near future; 
}) whether its position is reasonably appropriate and whether it is convenient 
‘yr the masses living around it to come to the town; 4) whether or not it has 
ertain transport conditions and whether its connections with the cities are 
sivenient. However, transport conditions can be changed. In the future, rural 
infcations and transport will mainly rely on the road network. The distri- 
regional centers should mainly be based on the first three conditions. 
would not be excessive concern with transportation conditions. Other- 
vverly centralized towns are formed only along the railway Lines or 
ver banks, there would be too few towns for the vast rural areas and this 
would not be beneficial to the development of the overall rural areas. 





ne basis of doing well in distribution, it is necessary to plan for the 
wn's construction. The need to develop the surrounding rural areas’ commodity 
ecomomy to readjust the product structure, to transfer surplus labor, and to 
bulld spiritual civilization should be the basis. We should not talk just about 
Lue town. In Jiangsu we saw that much of the town construction planning at 
resent is tormulated on the basis of the development of the town itself. This 
‘rt ot planning does not accord with the needs in developing the rural areas 
ui this should be pushed further torward. 


’. In accordance with the needs of economic and social development we should 
irry out construction both in a pianned way and by focusing on key points. 
lere are currently a cercain number of places where two trends exist. The 

‘irst is to set up an isolated county seat and to use most of the urban con- 

‘truction funds on the county seat. All of the county-managed enterprises 
re placed in the county seat and excessive investment is put into the county 

cot by departments. The second trend is to distribute the funds equally to 

‘11 the units below the county seat on the basis of administrative divisions 

(villages). Each village also has a whole set up organs such as a supply and 
irketing cooperative, a grain management station, a bank, a post office, and 

industrial and commercial management departments. The former trend is not 


a 
I, 








Deneticial to the development ot the entire couwmtrv and th hatter seatter 


funds and manpower. A suitable method would be as tollows: he count shuvu 
De seen as one entity and the county seat and several regional centers should 
be Caken as key points in construction. Many economic and cultural undert . 
will take one of these key points as their center and in 2 plinned way wil! 
form a rational network. For example, in regard to the supply and mirketi 
cooperative, it may be possible to establish a cooperative in the regional 
center and then torm a rational supply and marketing network in the surroundin 
itreas. there is no need to establish cooperatives in every village and thus 
disperse strengths. In this way, greater economic and social benetits will by 
obtained. In addition, in building the county seats and regional center it 
is necessary to go all out in absorbing tunds and manpower trom the rur. < 
For example, those commune towns in the southern Jiangsu ar: ire developi 
taster than those central towns which already have a town system. The reason 
tor this is not that the commune towns have greater superiorities, but rather 
that they are relying on the rural Labor force and material resources in buildis 
their towns. The towns which have town systems are restrictins the entt tha 
rural Labor torce and material resources into the town. fhis lesson is we 
worth bearing in mind. Also, it is necessary to trul whieve a division between 
goverament and enterprises functions. Countyv-minaged enterprises need mot be 
Situated in the county seat and village-managed enterpriss can be shitted 
outside the village to the regional center or the county seat. All of tin 
above should be channeled into the comprehensive retort of th runt Vv. 
s. ie question of standards in establishing a town system. here are two 
ideas on establishing a town svsten. Ihe tirst is Chatoa tow ste cam be 
established wherever a certain population and a certain ‘umls t industrial ane 
ommercial enterprises are centralized. Ihe other idea is Clive town syste 
in onl be established in a county seat or a regional center. Out lew tends 
toward the Latter idea. The gradual urbanization of rural areas and thy 
estadlishment of town svstems on the administrative level are two different 
thinys. iLstabLlLishing a town svstem is intended to strenvthen the position of 
the town on the administrative lLeve so that it has the strength and power to 
manuze well the enterprises and undertakings which Nave been established ’ 
Lie LoWn. his is especially so in the case where thers ire divisions between 
revions. For example, in organizing the political and svcial lite ot tiff 
embers and workers and ina promoting the coordinated division of work between 
enterprises, it in bring into play their collective superiorities, ve ° 
ine est lishment ot a town svstem is also so that the town will have tly 
ibilit id power to put forward overall plans for its development and implement 
them. \ irding to the stipulation of the Constitution, towns and vill ipe ire 
it an equa level. but according to the above actual needs, in te 
settil rgans, in cadres allocated, and in administrative power, the wrt 
wu be at a much higher level than the villaves. ih \ te tha 
Bs Lized town systems should not be set up in large numbe ~ bout tin 
ruins which are set up must be truly apabli t satistyvi ro 
ents. ln the process of the gradual urbanization of Cle 1 Irecas, We 











change those communities which have a certain number of industrial and commercial 
enterprises and a certain number of people into towns, then to a large degree 
we will only be changing their names. We would not be resolving the basic 
problems. If we are to reflect the degree of urbanization by establishing more 
towns with organized town systems, then we should set up central towns in 
central areas. We should not treat all areas equally. In this way we wili 

not restrict the development of the towns. In fact, quite the reverse will 
occur. This is in order to strengthen the building of central towns so that 

we can further promote the development of the overall rural areas, including 
those low-level urbanized communities, and hasten the process of the urbaniza- 
tion of the rural areas. Thus we will be able to hasten the progress of rural 
modernization. 
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SYMPOSIUM ON SUN YEFANG'S SOCIALIST CIRCULATION THEORY 


Beijing GUANGMING RIBAO in Chinese 18 Nov 84 » 3 
[Rep re by Huang Ren Ain ~ [7806 O85 9. 3 a : yuNnduY 7 TN @ i um «on Sun Ye = 
~ ’ ° , . ~s , . 7, 
fang s Socialist Cir TP ition Theor: "| 


[Text] The Symposium on Sun Yefanz's Soci ist Circulation Theorv, sponsored 
the Finance, Trade and Economics Institute of the Chinese Academy of Social 
Sciences and the editorial department of the CAIMAO JINCJIIT [ FINANCE, TRADE and 


ECONOMICS], was held in Nanjing Cit m lJ-1/7 October 1984, Th mrades who 
ittended the symposium unanimously affirmed Comrade Sun Yefange'’s tremendous 
historical contributions in taking the I in criticizing the “theory of 


natural economv: and the “no-ecirculation theory” and in sugvestine that soecial- 
ist circulation is still an independent economic process and that attention 


must be paid to a series of tenets and principles on the law of value, economis 
iccounting and economic results. I mrads id a lively discussion on the 
following questions. 


Soctalist Circulation and Commodity Fconor 


Te study the soctalist circulation theorv, we must start from a correct under- 
standing of the nature of China's s ialist economy, and this is the only wav 
to establish a socialist circulation theory with Chinese characteristics. “lanv 
comrades expounded from the angle of the unit f theory and practice that 
China's socialist economy is a planned mmodity economy based on the public 


Wwhnersnino system, 


The . mrades held thy it a commodity ‘ mo is thie ah: tract ion ind rener ili ‘Fa- 
tion of the overall economic relationship between commodity production and com- 


modityv exchange. Since we recognize that a clalist soctetv practices com- 
dityv or mndduction and exchanges ° ‘ vuuld ri ‘nize the fact that 1 socialist 
economy is still a commodity economy. 
me omrades further expounded that ¢ tablis in economic management svs- 
tem suited to China's conditions, we must first of all properly resolve th 
relationship between a planned economy and a moditv economy. 1. Socialist 
vomvy is a commodity economv. This is an objective realitv. Because, in 
let 1 whole, commodity production and « hange ts the main part of so- 
ialist production and exchange, whil: elf-suffictent production of goods 
kes up only a small part. Ihe relat " hetween commodities and mone: 
inc = t hye role f the | ak Fo alley rs wer a | in ur economi Lifts ind have 
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in the ownership of the valu: irplus preducts which constitut« t 
f commodities. f we admi:r that in ialist society there still ¢ 
ivision of labor and therefore there must be exchanges and that in 
nzges the average necessary social tabor must be computed to insure ex- 
inge of equal labor, and if we admit the continuing existence of the factor 
ich determine the nature of products, wh as the dual nature of labor tn 
products, the law of value and <o forth, then we must admit that products of 


bbor are still commodities under socialist mditions. 


Next, since we admit that products of labor are commodities under socialist 
mditi ms, we must do things according t the objective laws of commodit 
irculation, permitting all commodities (except a few planned commodities) to 

en} the right of free circulation, removing artificallv imposed obstax 


ind abolishing the allocation system set up at each level according to the 
idministrative svstem, so that a unified socialist market can be formed i: 
yi varied economic forms compete and manv circulation channels coexist 
crisscross and extend in all direction 


ird, to develop free circulation, it is imperative to separate government 


ind enterprises so that enterprises, as nomic cells, will enjoy full deci- 
sion-making power in their © —-rations, linking the material interests o! ter 
orises and their workers and staff members with the results of their perfor 
ince and developing lateral economic relations among enterprises. 


‘ourth, in connection with the above, it is necessary to reform the present 
srice structure and the centralized price control system. It is necessary t 
ittention to the role of the law of value, reduce step bys step tte ‘ 
‘* fixed prices, expand the Limits of ftlcating prices, negotiated price ind 
tree prices. When conditions are rire, {t mav be considered for the estab- 
ment of a price system with floating prices as its main bodv. Enterpri 
uuld have the necessary power to decide on prices. State ~rice supervisi 
ould focus on control of price level 


- 


te a few comrades pointed out: ‘ lalist economy is a planned commodit 
nomv. This is a fundamental theoretical basis for reforming the circul. 
tion svstem. First of all. we must r: ‘nize the commodity economy as an in- 
rent attribute of socialism, and not mething alien and foreign. For thi 
rea », we must organize socialist irculation in a planned way according t 
ective laws of the commodity | nomvy. Here we mean mainly that we ° t 
t senize and respect the socialist nterorises as relatively incependent m= 
lity dealers with independent econonic interests and operating on the prin 
L‘ f “independent accountine and responsibility for their own profits and 
es,” that profit is the direct goal and driving force for enterpris: 
itions, that the economic activities of enterprises should be regulated b 
<a nomi levers as price, tax, credi ind interest, paving attention ¢ 
lving the various economic levers i: mporehensive way, and that mand 
ror “ning should be reduced to t extent possible, guidance plann 
itd expanded, and both should be ed the law of value. 
) 4 ih 4 
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reform of the economy, many factory directors and managers, who know their bus- 
iness and have the courage to take charge, have appeared in alli parts of the 
country. They have put the enterprises in good order and filled them with 
vigor and vitality. But there are still quite a few directors and managers wh 
are not doing the same. Some have tailed to do so not because they do not have 
the needed conditions but because they have not grasped the essentials. Some 
are unwilling or lack the courage to do so. Of course, there are also those 
who are unable to do so because they are really unfit physically or in ability. 


The Party Central Committee's decision on reform of the economic structure is 
eing imolemented throughout the country. This is the golden opportunity t: 
carry out reforms and strengthen enterprise management. If we all study in 
depth and earnestly implement the decision, we certainly can greatly raise the 
level of our enterprise management and train more and more factory directors 
and managers who are able to invigorate the enterprises and bring about a new 


Situation. 
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Indust nication in the Past 35 Years: | 
,_@ - . ~ . é . , a , 
e Mancial inarement vot our industrial and 
rise Important mponent in our so falist financial] 
the fo i ir countr’ }> vears 20, in accordance t 
‘ ; : .7 t ay _oor Ve we ry ive st. p hy step ‘ stabli hye ) 


rsten tf manavine the industrial and communications finan ; 


ud su ie is financial planning, the approval 
ital and expenditures, business accounting, and ¢t ! 
ntrolli the income and the production cost. Since the 


llth Centr Party Committee, and after the correction of d t : 
e have reinforced our work in the management of the financ. 


trial munications enterprises. We have therefore restor: 
some of the past effective measures and also added appropria.at ; 
lt, we have taken the first step in the reform of ¢! 
. 4 tj , ial ey f Ss. 
In 19/5, put int ractice as a form of testing the syster 


fund i mong the state-managed industries. Beginning from 1979, w ri 


mut, aA | in ee eriment, the measure of leaving the profit 
e ti , we also put into practice the policies that som f ft 
ld | letely responsible for their profit and also the poli 

t it i on the rofit veilded. From 1983 onwards, among th tate- 
istri first tep of reform of the policy of basing the t 


it yvecome widely practiced; and during the 4th quart. 


ir it nd reform step would begin to be carried out. \s . 
ii hanging the profit svstem completely into 
ir fina nanagement of the industries and communciation 
' i one has f development. 
thin t t §} irs, our financial management of the in tt 
it ichieved enormous accomplishments from the eff t t 
roduc r the guidance and policies of Marxism, Maoist 1 
rcv. t hy ited effort if all the financial workers, i: 
t ilding of our country and ilso along with ¢t 
i tries. 











fry to Accumulate Capital, Support Socialistic Revolution and the Develop- 


~-* - ~~ 


Since the founding of the PRC, a tremendous amount of capital expenditure was 
required from our national finance in order for us to begin our socialistic 
building on the shambles that had been left by the old China. The main source 
of income of our national finance comes from the state-managed industries. 
Therefore the primary task of our financial management of our industries and 
mmunications is to basically promote the production development of our in- 
dustries and communications; and as a result, we will increase the source otf 
income and enable our country to accumulate greater amount of capital income, 
ind then to continue to support and develop the socialist revolution and th 


fithin the last 35 years, throughout financial management of our industries 
and communications, we have supported increased production, and thus enabled 
our country to accumulate more capital income, During the period from 195? 
to 1983, the total amount of profit from the state-managed industries and 
‘communications account for 6/.62 percent of the total national income with 
the annual rate of increase being 15.2 percent; and their total taxation also 


wcount for 2/.)9 percent with 18.9 percent being the annual increase. Suca 


has been our support in the development of the socialist revolution and de- 


Therefore in the whole development of the people's economy, both the financial 


guarantee of the resources and the important parts of our communications hav 


become essential influences. During the First 5<Year Plan, the people's econ- 
omy was based more on its comparative development with that of resources and 
transportation. Subsequently, under the disruptive influences of "Leftism," 
ill the internal workings within the industries and communications themselves 
ell into serious problems, and any balance these industries might have with 
ther industries were lost and transportation could no longer fulfill! the 
needs generated | the development of the people's economy. 


Since the 3d Plenum of our Ilth Central Party Committee, in our financial 
management of industries and communciations, we have seriously focused on thy 
tuideline of securing all the capital income that is necessary for the impor- 
int building of our country. We have therefore effected important results in 
ictively accumulating the capital that will enable our resources and our im- 
portant communications to continue to develop. In addition to our investing 
in the basic building of the resources and transportation that have been de- 


fined by our vyintry, we have also through our effective employment of our 
financial manaygemnt of the industries and communications, been able to secure 
large amounts ipital that is necessary for the greater development in re- 
source ind tran irtation. 
rding t the statistics, durin thie » years from 1979 to 1983, the function 
nancial management secured 54.6 percent of the total budget that was spent 
the development resources and mmunications. Iwenty-six and seven tenths 
ercent f the total tigure was spent on supporting coal production in maintain- 
its production or in transporting coal from other areas of production. As 
result, the deve nt in the production of coal and charcoal has been ad- 
ed with thr mt it 1! opening of coal mines as well as the improvement and 
istallatior et: easures and other equipment. Fifty and eight tenth 
nercent of the figure during the 5 years has been spent on the raw material 








in the research and work of opening more oil ticlds. ree and nine tenth: 
it of the figure was spent on modifications in the svstem of electricity 

veneration. As a result, the various equipment was modernized and the hie nom=- 
ena of not being [able] to transmit the electricity that had been generated or 
not being able to generate any electricity with the resources, had both been 
changed. Twelve and eight tenths percent of the total figure was used as ex- 
penditure on making techonlogical improvement on the railways or installing 
ne equipment. The total transportation capabilities have thus been increased. 
Five l eight tenths percent of the figure was spent on supporting the postal 

mst? tion, and related causes of ports and civil aviation, with therefor: 
the development in the communications and the postal system advanced. 


luring the last 35 vears, under the joint effort of our party and all the 
eople, we have already built a fairly complete and independent socialist in- 


dustrial stem. As a result, such industrial sectors as the steel, electric 
power, i}, chemical, mechanical engineering, and light industries have al] 
been yreatly strengthened; and development up to a certain extent has also 


een made in other secters such as aviation, automobiles, tractors, electronics, 


il, oileretining, and nuclear power. 


thy end rj 1 ‘9e s, our countrv alreadv POSSEe ees | i? ve Uy industri il] enter- 
rises with 87,000 enterprises controlled entirelv by the people. Ihe total 
dustrial output in the same vear was 608.8 billion vuan which represents an 


increase hH.3 times than that of 1949, with the annual increase of 11.1 pere- 
ent. iking again the 2 vears, 1983 and 1949 in our comparison, let us lool 
it t roductions in detail. The production of unrefined coal ot /15 million 
tons 19S3 j in increase of 21.3 times t n that in 1949 § the production in 
t reneration of electricity of 351,400 unit l mm increase tt BO.7 times; 
the 106.07 million tons in the production of unt ined of] i In increas f 
383 times; in steel the production of 40,002,000 tons is an increase of 252 
imes. Let us now look at the 2 vears in the sector of rail and road transpor- 


tation: the total length of all the rail lines in 1983 was 516,000 km which 


in increase of 1.4 times; the increase in the total rail freight is 20.2 
times when the figure in 1983 was 1.188 billion tons; the total road treight 
1 1983 was 791 million tons with the increas f 9 times. 

iddit ion, there Ve Vl sc een considerable deve lopment in the post il sys- 
tem and civil aviation. In 1983, in the state=managed industrial and comnuni- 


itions enterprises, the fixed assets were 506.526 billion vuan and their 
iquid pital were 130.411 billion yuan, with both figures having increase 


t ectively of 23.8 and 27.8 times than the figur: of 1952, \s a result, 
, , . 4 . : . , . ; , : , 
tlie wterial basis in our country’s Four Soctalist Modernizations has been 
t int yrrced. 
itively Support the Technological Modifications and Development in Our 
trial and Communications Enterprises 
hot! eed in ft hnolovgical modifications and advance technology in general 


form an important path in our important goal of doubling our total industrial 


uction bv the end of thi entury. lt is also the key in 











yiving our industries, developing transportation, as well a: 


++ 


technological changes and new equipment. 


the measure of increasing the autonomy of industries was teste 


logical standards in our industries in genera ’ 
ical changes in our industries, and to encourace their us« 
ies, handicraft, material and equipment and to stimulate the 
nt of industrial technolorcies and of technology in general, 
(inance have determined special policies and also allocated 
ince the founding our our country and particularly since the 
i llth Central Party Committee, with the goal of effecting 
rs trom 1954 to 1983, through our budget, the total capital 
it was sepnt on potential changes as well as the testing of new 
tlated to 70 billion yvuan. Over 30 billion vuan was spent alone 
irs from 1979 to 1983. 
3 vears from 1952 to 1983, 200 billion vuan was spent on tin 
ommunications enterprises according to the old and modified 
‘ff this figure, 87 percent was spent on the old funding and new 
13 percent on the old funding of the communications enterprises 
to the rails in the postal svstem. 
few vears, the old funding as well as the capital for the new 
have increased considerably. From 1979 to 1983, the annual 
illion yuan with a large portion left for the use of the indus- 
“more, in order to strengthen the management of fixed assets and 
state-run industrial and communciations enterprises as well as 
11 changes and the use of new equipment, our country is in the 
sing the old rates among certain industries, doing it section by 
result, our industries now have the use of more capital expendi- 


i 


» such policies as industrial funding, the leaving of the profit 


~ 


buting industries, the complete responsibility for profit and 
the taxation on the profit have been carried out. Durine the 
78 to 1983, a few hundred million yuan were kept by the indus- 


inications enterprises from both their allocated funds and their 


id the amount was to be spent on technological changes and new 


83, in order to support technological development, our 
ipproved the following, that 550 units with heavy machinery as 
tronic industries could take of their operating cost as their 
levelopment cost for the specific use of testing new product 
ical improvement. Annually, this would come to 159 million 


upnport the development of new products, our country has de- 


r the industries that do not take | percent of their operating 


11 development expenses, they could include in the cost 


ich expenses as cientif i research, thy iter M}. labour 
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SU ACHIEVES HIGH OVERALL ECONOMI( ROWTH 
wijin UANGMING RIBAO in Cl , Ne 84 op ] 
rt Special Correspondent Liu Zhenman [0491 2182 3341] and Reporte 
imin [2799 7030 3046]: “Jiangsu Achieves High Overall Economic Growth"! 
t it is learned from the Jiangsu Provincial CPC Committee work vfer 
8 November thai Jia u's econo as grown in an all-round wa 
r large margin. Total industrial output value from January through Oct 
r this vear was 54.49 billion yuan, a 1/7 percent increase over tly Ta 
riod last vear; grain output » estimated to be more than 64 billion jin, 
rease of about 6 percent over last vear; revenue totaled 6.73 billion 
in trom January through Octobe! ip more than 10 percent from the same period 
t vear; village and township dustric continued to grow, and their annual 
itput value may exceed 20 billion vuan, or 30 percent over the last vear;: a 
imber of counties whose total fustrial and agricultural output valu 
illion vuan has increased f! last vear to 5 this year, and the nu 
t townships whose output value is over 100 yuan has increased trom / last 
ossibly 24 this vear. 
th eginning of this vear, 1 Province has followed instruction 
tral leading comrades, irried t reforms with courage and insight, 
t to double and redoub outpu th one heart and one mind and won tly 
ttie. 
rural areas, various ftoims of the onsibility system are being pertectedc; 
il torms of production organization it ‘rradually taking shape; and 
litv production is shifting from small but complete production units 't 
itions of large specialized units and regional specialization. 
». the structural reform of the conomy is being carried out steadi 
rits to entire areas, and /!) pet nt f the enterprises in the provines 
ented various forms of t! tem of contracted economic re: 1s | 
t i . Which have increased th italit if the enterprises and stimulated 
thusiasm of workers and staff m rs. The machine-building industr in 
», Zhenjiang, Yancheng, Xuzh 1 Lianvungang cities fulfilled tt 
ir’ oroduction plans by th i of October. The output valu oi oth 
e's electronics industry from January through September showed a 4! 
increase over the same period lost vear, and profit showed a /0 
rease over the sam riod 
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ir, Zhejiang Province’ industrial 

te. collective and rural industris 

ist? \ provincial leading organ 

Cs. [The tirst breakthreugh wa 
stimated that the output valu 

i? percent higher than the last 

Le rovince increased by 6 bil 

r. f which collective and rural 
{ tixed isset investment, sper d 

ve n | i\ t he rol« ot the existin 
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NOMIC D 1 OP MEN NES 
SHANGHAT S STRATEGY FoR ! &TECHNOLOGICAL REVO! 
Shanghai SHTIJTFE JINGJT WENHUI [WORLD Et mwfy FORLM 
Oct-Dec B84 np 32-38 
[Article bv Feng Zhifjun [7458 0037 3182] Deput 
hina Democratic League: “Research on Shanghai’ s¢ 
for the New Technological Revolut i: ‘ed 
[Text] 1. The Starting Point for Formulatine Strat: 
The object of researcn on “the new technological re 
countermeasures” is a large structurally complex s' 
that is formed of manv factors. There shouitd we h« 
huge topic? We feel that the kev is the overall st 
the industrial, technical, economic, personne! and 
by concentrating on the overall structure with a ¢ 
ures will it be possible to have a strategic viewn 
nd comprehensive analvsis in research on re rati 
hv dc e sav that research on strategci counterme 
verall setructure as its core There are four reas 
First. the tw mocepts “structure” and “svaten" | 
sut at the same time are interrelated. \ svsften re 
interrelated factors that form a comprehensive svnt! 
narticular goal, while structure refers to the comp 
irrangements of the units within the svst« nda 4 
of the quality and quantity of a svstenm. On | Vv ft 
the individual components become a svetem, an on | 
medium will it be possible for the attributes and f 
to become the attributes and functions tf the st 
ive a particular structural pattern, then it not 
tilize its canabilities but mav even cease to ex! 
structure is rational, excellent capabilities 
even if the capabilities of the components are imp 
econd, we can look at the background of the ter . 
re luti  mronosed aor rd. \fter moer 1 rest 
ifter rid ir TI, the developed nati 1 thw 
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Il. Anmalwsis ef the Current Economic Situation and Interrelationshinps in tl» 
Shanehai’s Industrial Structure 


and 


During the tide of this new technological revolution, Shanghai should ju 
opportunities, welcome challenges and become an important base area and 
development vanguard for the four modernizations and construction in China. 
Moreover, analysis of the new technological revolution from the perspectives 
of developmental trends and needs shows that the current economic development 
situation for Shanghai‘s ecoromv has manv problems that deserve thorough 
study. The creation and existence of these problems are closely related to 
irrational industrial structures. 





The first is outdated equipment, ancient technologies, slow technical progress 
and a lack of competitive abilities for products. 


The results of emphasizing the tapving of potentials and neglecting 
transformation, of emphasizing speed and neglecting results, and of stressing 
accumulation while neglecting compensation over a long period have’ become 
increasingly serious. Old equipment from the 1930's accounts for about hal! 
of all the industrial equipment in the municipalitv, while equipment at a 
1950's level makes up about one-third. Only 11 percent or so is equipment 

at a 1960's or 1970's level. It is easy to imagine that outdated equipment is 
incapable of making high-quality, low-cost products. Plant equipment and 
property utilization has reached the level of oversaturation, so there is n 
choice but to “nibble” at auxiliary buildines and living facilities. 


Looking at the factors in technical progress over the vears, there basicall: 
has been a tendency towards decline. What especially deserves attention is 
the sustained decline in rates of technological progress in recent vears. 

This shows that a tendency toward declining returns to scale has appeared in 
Shanghai's industries. Slow technical progress has not given Shanghai's 
products the abilfty to compete in foreign markets, and they are subject t« 

a great deal of pressure in the domestic market. Although Shanghai mav 
continue to be the overall team captain within China, it is losing this 
position in many single lines on a dailv basis. An analvsis of the reasons 
for the slow rate of technical progress shows that industrial development in 
Shanghai has relied primarily on inputs of human and material resources in 
order to complete value of output, output quantity and financial turnover 
tasks for a long period of time. [There has, however, been a lack of effective 
measures and the requisite capital for using new technologies to transform 
traditional labor intensive and capital intensive industries and for promoting 
a transition to a rational industrial structure. 


Second, there is the problem of the direction of investments and insufficient 
capital. In the area of the direction of investments, investments account for 
an insufficient proportion of total investments in productive construction in 
the municipality, being far lower than the proportion of investments used for 
increasing output. The main reasons for this situation are: 1) Excessiv 


oressure on enterprises to increase output and provide fast results in 


expanding production capacity on the basis of old levels: and 2) The 
requirement that bank loans be recovered from new profit increases in 
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weVveiop into the late 1960's and early 19 >. 1] 

consumed iarge amounts ol energy and material Yr ,OUl crcl 
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n the industrial structure of world enerey r t int , is : 


is ieruv and material resource-short nation. tatistic r if 
ipan's Resources" chowed that Japan's dependency rit imp 

fron reign countries for 10 primary resources (petroleum, iron ore, 

raw coal, natural gas, copper, aluminum, zinc, nickel a ) 

t percent in 1960, 81.4 percent in !965, und 90 nercent in 1970. 

is t world's largest energy resource i rter, accounti ) 

ne-titth of total world energy imports. in's deyr dependency o 

linports oO crude oil from foreign countri reache Lr me in ’ . 


pet leum (this figure was 45 percent ix England, 3d 

it tates, 52 percent in the Federal Republic ot Ger ‘ a ereent 
in Italy). This created a high cost rate tor the nroduct 
statistics from Japan, each $1,000 in 2@1 > valu ) 
in primary energy resources in the United States, /. ; 
lest rmany, $38.50 in England, an 5.90 in Crist 
between 1973 and 1979 caused a 14-fold ii crea iter 
pri , fhis was an enormous poundin n Japan, which ‘pends 

! source imports. The Japanese iL T¢ rp hea Mextes 

that made a "narrow escape’ urgent. hey could onlv take t 

e question of how to reitorm industrial structures, adopt 
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that consume large amounts ot eneryyv a terials, rai the leve 


f industrial structures. 


in Shanghai and comparative research on rel 
that energy and material resource hort age Inite ld: | 
ut also t t such shortages are turning points that 1 re ' 


lustrial structures urgent. his unta r le t 1} t 
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technol] ies to transform traditional industries, 


leve ment in Shanghai to take of! from a undat i 





Fourth, the citv is expanding, communications are ditficult, there is a 


dense population and environmental pollution is serious. There is a shortagy 
of available land in the city ot Shanghai, ave raging 2.40 m-/person. The 
citv center, which covers an area of 141.7 km” and contains a permanent 
resident populatign of 6.079 million persons has a population density ol 
43,000 persons/km~., Twenty of the 121 streets in the city have a resident 


population density ot more than 109,000 nersons/km-, and tive ot the street 


have population densitites in excess of 150,000 persons /km*. Shanghai has 
the highest urban population density of the five major cities of the world 
with nopulations over 1O million (Shanghai, Tokvo, London, Mexico City and 
New York). This situation has caused a series o! problems in economic 
develonment, housing, the environment, communications and other areas. 


> ) / . . a? d / . } 
compared to 28 mé</person in New York and ae m-/person in London. rhe 


Shanghai has an average of 2.2 m of urban streets and highwavs per person, 
figure in Shanghai is only 5.6 percent and 6 vercent of the figures in 
New York and London, respectively. The averaye driving speed cf public 


transportation vehicles has dropped to about 10 km/hour. The average amount 
of time an emplovee spends going to and returning home trom work is 42.8 
minutes, one-third more than in the large cities of the United States, France 
and the Soviet Union. If we calculate the amount of fexcess time spent] pe 
person at 10 minutes [per day], then with more than 4 million employees, 
Shanghai is losing [the equivalent of] 100,000 labor davs every day, which 
would be equal to nearly 10 million vuan in value of output, giving a yearly 
total of nearly 3 billion vuan in value of output [that is being lost]. 
Despite this, even more imvortant are the serious eftects on tostering the 


functions ot citv as a whole and improving work etficiency. 


There is serious environmental pollution. hanghai is now discharying about 
» million tons of waste water each day, made un of 3.9 million tons of indus- 
trial waste water and 1.1 million tons of household waste water. Only 

l6 nercent of the waste water is actuallv treated, however. Besides the 
800,000 tons/day discharged into the Chang Jiang and the East China Sea, the 


remaining amount is discharged into the Huangpu Jiang and its tributaries, 


which has caused the Huangpu Jiang to become increasingly polluted. The 
° ’ 9 ° ‘ 9 : P ! qt 4 
ater in the Huangpu Jiang is severely polluted [lit.: “black and smelly ] 
yr about 150 days out of everv year. 
\ccording to our preliminary surveys and tuture predictions for the basi¢ 


conditions of environmental pollution in Shanghai Municipality, if Shanghai's 


industry continues to develop according to the orivinal industrial structures 
md if t is unable to keep pace in eliminating pollution, then there wil] 


2 a l.5 to 1./7-fold increase in the potential occurrence of all types of 
pollutants trom 1982 to 1990, and a 2.0 to 2.3-told increase from 1982 to 
2000. The amount ot waste water in Shanghai will increase to 8.5 million 


tons a dav. Without effective measures, the Huangpu Jiang will reverberate 
is published] with vear-round light contamination prior to 1990 |lerror in 
text gave 1900], and it is possible that the section of the Huangpu Jiang in 


‘eentral Shanghai will be severely polluted year-round by the vear 2000. 
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~. Economic etticiency i the highest in the country. In addition 
9 Nanvhai ilso has superior wographical conditions, is 
ir rivers and the ocean, h convenient communications, and has 
ms tor becomin ort or welcoming the challenge ot the new 


revolution. 
reliminarv Ideas tor Strategic Countermeasures in Shanghai 
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wuld adopt an economic deve*opment strategy of new ideas and 


iS rmation to achieve the tour modernizations and welcome the chaullenrve. 
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ind involves arming traditional industries with new science an: 
ringing about “transformation” through “new ideas," and derivin 
from "transtormation.” Import, digest and absorb new technologie 
the key points oft Shanghai's development to transtorm traditional 
nd capital-intensive industries during the 1980's and gradually create 
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ions tor new Ideas" in the 1990's to develop emerging knowledge 


logv-intensive industries and establish a new industrial sphere in 


fo achieve this, there must be three major turnarounds in the 
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f development: 1) A movement from "producer" to “scientific and 
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transition from "exploiting potential” to “innovation,” which involve 


rom the current use of production measures for exploiting potential 
ww technologies for transtorminy industrial structures: 3) A 
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ition trom "extensification" to "intensification," which means movin 


r and capital-intensive industries to knowledge and technoloyy-in- 


’ to thoroughly study economi Jevelopment strategies in Shanghai, we 
it some preliminary explorations related to questions in the three 
ience and technology strategies and key points of development, 

ing, and developing emerging industries, and technical transformation 


litional industries. 
ind technology strateyzies and key points of development. 


us economy certainly must relv on scientific and technical progress, 
ntitic and technical work should be oriented toward the economy. We 
preliminarv ideas concerniny iis for science and technology 


; in Shanghai: 


, rt ° ° { ; ° 
rst t e, trom now to the 1990's is one of lLaving a foundation. 
rcentrate on importing mature advanced technologies from abroad, 


to elevate our take-o!f point after digesting them, and carryin; 
transformation of traditional industries. We first of all should 
msider the factors of small investments, rapid recovery of benefits and hivyh 


reign exchange creation, accumulate capital for emerging industries, 


lish new industries closely related to new technologies. 
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communications, lasers, biotechnologies, rine eneineerin mn roti ; 
Our results are identical to the judge it ecialist in all area 
based on their experiences, and are suited to tli nds the state has plac 


on Shanghai. 


From the perspective of the degree of relationshi etween emeryvin 

technologies and traditional industries, thr en technologis are 

civsely related to transtormation t tivo i\dustries. bhis i 

especially true of microcomputers and ne rials, which seem to be re] 

to development in all lines of activity. het 1 is a broad ranve ot 
applications for laser processing, an Lotechnol ies play yjor role in ‘ 
agriculture, medicine and pharmaceut Is. For thi reason, development 

and application in these seven jor rea I1) provide new technolovies, 

new materials and new techniques tor tra rmin mvhai's machinery, 


metallurgical, textile, chemical and ot r traditional industries, an i 1] 
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ne. In the area of components, the developmental focus should b 
ed on utilization of common devices, lowering costs, improving quality, 
sradually achieving standardization and systemization. In the area o! 
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published] industries guided by information technologies. At the sam 
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it also in content. Compulsory mandatory planning is the 


inistrative relations ot jurisdiction. It is a unilateral 
S rishts and obligations. In the economic relationship and 
r betWeen the state and the enterprises, the state generally only 
> rishts while the enterprises only accept obligations. The state can 
in enterprises, but not the other way around. The enterprises must 
trom the state in its major economic activities, and their 
kins power and economic interests in production and operations are 
lecessary guarantees. Binding mancatory planning is quite 
rent trom this. Its basic feature is a bilateral relationship of rights 
tions ‘ther words, the binding torce of this kind of mandatory 
toonlv keeps the enterprises within bounds but also keeps the state 
hen the state asks the enterprises to accept tasks covered by 
tannins, it must ensure that the enterprises can obtain economic 
least equal to those they would obtain under yvuidance planning. 
erp rises require, the state must also create the necessary external 
t Yrothe supply ot raw and semi-tinished materials, the transport 
products, and so on. Tf mandatory planning is neither scientific 
) fehensive and the economic benefits oft the enterprises are not given 
ecessary wvuarantees, then the enterprises will have the right to ask the 
to modity its mandatory plans or even refuse to accept them. This kind 
planning must be implemented through economic contracts. After 
rit s tor mandatory plans have been signed according to law, the state 
ve tie right to require the enterprises to fulfill the planned targets 
ve the obligation to ensure the supply of raw and semit inished 
tlso the transport and sale of products. On the other hand, the 
ili have the obligation to fulfill the planned targets and the 
to ask the state to yuarantee the supply of raw and semitinished materials 
so the transport and sale ot products. This bilateral relationship of 
ind oblivations will be established in accordance with state laws and 
re Supervised and protected by state Laws. If, after the contracts have 
i, the enterprises fail to tultill their obligations, the state will 
tiie rivht to bring the matter to the attention ot the contract management 
ities or economic courts and hold the enterprises responsible for breach 
tract according to law. lf the state fails to fulfill its obligations, 
terprises can also mike the state bear economic, administrative, and even 
liabilities according to law. Only in this way will the state feel im- 
to raise the scientific level ot its planning and hence truly act 
ing to the principle of the commodity economy in organizing economic 
Lt Le ind truly establish mandatory planning on the basis of the 
ity economy. 
rdlitv, there are long-standing misconceptions about mandatory planning. 
st is the concept that "planning is law." A serious drawback of this 
tt is that it emphasizes the solemnity of planning alone and negates the 
ili planning. Once decided on, plans must be fully implemented and 
t ob ditied promptly accordiny to market changes. This is in fact a 
ion of i commodity economy principles. The decisionmaking powers of 
ri in production and operations, as well as their independent economic 











interests, are also negated. Moreover, dir 1) | 


law is also theoretically unscientitic. Lav re Live] , 

planning should be relatively flexible. Laws are formulated a rain 
legislative procedures, whereas planning is formulated by economic management 
departments. Law is a kind of norm of conduct, whereas planning is a means 
of organizing the economy. They have ditferent natures. The second is Clu 
concept that "where there is a state, there is compulsion, and the compulsor 
nature of mandatory planning is an unalterable principle." This in fact 
confuses the compulsory nature of law with that of administration. he com= 


pulsory nature of administration refers to the relationship between the higher 
authorities and their subordinates within the administrative system. The 
higher authorities can exercise compulsion over their subordinates 
the other way around. This is a kind of administrative jurisdictional rel 
tionship. The compulsory nature of law is quite different. Everyone is equal 
before the law. The compulsory nature o: law is applicable to al! departments, 
enterprises, and individuals. The state may compel the enterprises to do 
something according to law, the enterprises may also compel the state to do 
something according to law. Any department, enterprise, or individual that 
violates the law shall, without exception, be punished according to law. This 
is precisely where these two kinds of compulsion differ. Directly equating 
State r'inning with law and confusing legal compulsion with administrative 


com yn have cong been an important theoretical basis tor those people who 
tak idatory planning simply to be compulsory planning. In order to truls 


establish mandatory planning on the basis of the commodity economy, we must 


abandon these outmoded traditional concepts and clarify these muddled ideas 
that have been popular for so long. 


Some comrades may ask: If the compulsory nature oi mandatory planning is 
negated, would not mandatory planning and zvuidance planning be virtually the 
same‘ Indeed, there are many similarities between planning and guidance 
planning. For example, the aims of implementing these two forms of planned 
management are the same; the principal theoretical basis on which they rely 
are the same, and their forms of expression in actual application are also 
very much the same (both have to be implemented and realized througii economic 
contracts). However, if we analyze them more carefully, we will notice that 
there is an obvious difference between these two forms of planned management. 
First, mandatory planning stipulates specific material targets, whereas 

‘ guidance planning only stipulates the direction of development. Second, when 
the mandatory form of planning is adopted, the state must guarantee the 
supply of raw anc semifinished materials and also the transport aad sale ot 
products. Guidance planning does not have to provide such guarantees. Third, 
both mandatory planning and guidance planning have to be implemented through 
economic contracts. But under the mandatory form of plunning, the dominant 
contracting party is the leading economic organ that represents the state, or 
its consignee. When drawing up contracts, necessary readjustments can be 
made by making use of certain economic levers. Under the guidance form o' 
planning, the contracting parties may be grassroots-level units ltaat ire engaged 
in = _croeconomic activities. The two parties can only enter into ce wmi 
contracts voluntarily within the scope prescribed by policies (such as within 
a given range of price fluctuation). In other words, mandatory planning only 
has features different from guidance planning. It is not 4 higher form of 
planned management than guidance planning. 
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Some comrades may also ask: Lf the compulsory nature ot mandatory planning 
is negated, what can we do about enterprises that do not <iccept tasks assigned 
’ 
i 


by the state in the torm of mandatory p! 


Standing ot this question cannot be precondit ioned 


inning? in my opinion, our under- 
xy the present disharmonious 


t 


economic relations. [1 the pricing svstem is made | 


yasSically reasonable through 
reform, the price of products covered by mandatory planning will be at the same 
level as those covered by guidance planning. Under this situation, enterprises 
that accept mandatory planning will have an obvious advantage over those 
accepting other forms ot pianning. Thus enterprises will show greater en- 
thusiasm in accepting mandatory planning. Secause the supply of raw and 
semifinished materials and the transport and sale of products are guaranteed 
under mandatory planning funds, tacilities and staff to be used by enterprises 
in purchasing raw and semirinished materials and selling their products can be 
greatly reduced. The duration of commodity circulation will be shortened, and 
the cost of circulation reduced. [In this way, more manpower and tunds can be 
used on expanding the scale of production and on the technological transtorma- 
tion of enterprises. This is beneficial to increasing the economic results of 
enterprises. Following the deepening of economic restructuring, in particular, 
competition among enterprises will go into full swing. In this situation, the 
question of the market, that is, the product realization, will have a decisive 
effect on the fate of the enterprises. Ti the enterprises can secure a fairly 
Steady source of raw and semifinished materials, and the goods they produce 
can be realized without any difficulty, tney will tind themselves in an 
competitive position. On the other hand, if they cannot secure a steady source 
Oot raw and semifinished materials and the goods they produce do not sell quickly 
or do not all sell quickly, they will tind themselves in a uncompetitive posi- 
tion. They will even be in danger of being eliminated. Thus, from the produc- 
tion of goods to the realization of value, the enterprises are taking a 
"breathtaking leap." This is particularly true for medium-sized and smal] 
enterprises that are technologically backward and do not have ample tunds. In 
this situation, enterprises will be more than happy to accept tasks assigned by 
the state in the form of mandatory planning. We can anticipate that following 
the deepening of the reform of the economic system, with the scientific nature 
of planning greatly enhanced, the pricing system being mad= basically rational, 
and competition coming into full swing, there will appear a situation where 

all types of enterprises vie to accept tasks assigned by the state in the torm 
Of mandatory planning and sign contracts with the state for this purpose. If, 
in this situation, individual enterprises still show an unwillingness to accept 
tasks assivned by the state ir. the torm ot mandatory planning in regard to 
certain goods, the state may resort to various economic means, such as credit 
and pricing, to induce these enterprises to accept the state plans and to sign 
economic contracts for tasks covered by mandatory planning. 


IL. The Necessity of Mandatory Planning Lies in the Objective Need To Maintain 
an Overall Balance 


Among China's academic circles, there are mainly three views on the necessity 


of carrying out mandatory planning within the socialist economy: 
The first view holds that the necessity of mandatuiy planning is determined 
by the socialist ownership of the means of production by the whole people. It 
is seen to be an important manifestation of the socialist ownership of the 
means of production by the whole people in the organization and management 


of production. 
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The second view holds that the necessity of mandatory planning is determined 
by the fact that China is a big but poor country. 


The third view holds that the necessity of mandatory planning is determined 
by its position and role. Mandatory planning determines the director of 
social and economic development, as well as the nature and scope of its own 
role. 


In my opinion, none of these views have grasped the essence of the problem or 
have tound the most profound economic roots of mandatory planned within the 
socialist economy. 


Let us begin with the first view. It is theoretically and practically unjust- 
itiable to say that the necessity of mandatory planning is determined by the 
socialist ownership of the means of production by the whole people. First, 

it fails to show why, in actual economic life, some enterprises owned by the 
whole people have to carry out mandatory planning while others do not; wh. 

all production and sale of some goods produced by enterprises owned by the 
whole people is subject to mandatory planning while only some of the productio: 
and sale of other goods produced by enterprises owned by the whole people is 
subject to mandatory planning, and why, within the same enterprise owned by 

the whole people, some products are entirely subject to mandatory planning wiiile 
others are not subject to, or merely partially subject to, mandatory planniny». 
Since there is a necessary link between mandatory planning and socialist owner- 
Ship by the whole people, all enterprises owned by the whole people should, 
without exception, be subject to mandatory planning. Second, it fails to show 
why some collectively-owned enterprises or certain goods produced by these 
enterprises should be subject to mandatory planning. For example, some of the 
grain, oils, cured tobacco, cotton, and hemp produced by collective production 
units in the rural areas are also subject to state management in the torm o! 
mandatory planning. This view is not suitable because it fails to answer 

these questions. 





Let us now look at the second view. An obvious drawback of this view is that 
it sees mandatory planning as unique to China and fails to see it as something 
widely found in countries that practice a planned economy. It fails to show 
why mandatory planning has to be carried out in the Soviet Union which is so 
much bigger thin our country, or in the GDR, Bulgaria, Romania, and other 
countries so much smaller than China. Thus, this view also fails to funda- 
mentally explain the economic roots of mandatory planning. 























The third view actually sees mandatory planning as the substance of the 
planned economy rather than as a means and form of planned management. this 
traditional view which equates mandatory planning with the planned economy 

and holds that the planned economy will cease to exist if mandatory plannin,: 
no Longer occupies a dominant position. 





What then is the necessity of mandatory planning determined by? In my opinion, 
it is determined by the objective need to maintain an overall balance. 
Socialism is a socioeconomic system that is superior to capitalism. An 
important aspect of this superivrity is that the social economy can catcr to 
the objective needs of the growth of the productive forces and the sociali- 
zation of production, maintain an overall balance of the national econony, 
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and thus ensure the balanced rd. lluated growth of the national economy, 


The establishment of the socialist public ownership of the means of produc- 
tion has created the basis conditions for us to practice the planned econony. 
It has also enabled the state to minage the national economy in a planned way 
on behalt of all the people. Sut the torm of planned management to be adopted 
and the proportion occupied by various tcurms of planned management are entirely 


determined by the objective need to maintain an overall balance. There is no 
necessary Link between this and the concrete form of the public ownership ot 
the means otf production. In order to maintain an overall bilance of the national 
economy, the state may adopt diversitied forms of management and utilize various 
means of regulation. It may .rdopt mandatory planning, or it mav adopt guidance 

} 


planning. It may resort to regulation by planning, or it may resort to regula- 
tion by the market mechanism. 


Thus, there is no doubt about indatory planning being one of the forms through 
which an overall balance of the national economy can be maintained. As to why 
it is a necessary form, we must bevin by explaining the special role it plays 
under certain circumstances, a role that other forms of planned management 
cannot play. 


First, mandatory planning has greater etfectiveness tor a given period ot time. 
The distinguishin, feature of m.undatory planning is that it stipulates specific 
material targets and biuds the parties concerned to ensure the attainment of 
these targets. Thus, when imbalance between major economic sectors appears, 

or when serious imbalance between the supply of and demand for certain important 
products occurs, we can quickly bring about coordinated development of thu 
national economy and achieve balanced supply and demand through mandatory 
planning. Guidance planning is more tlexible. But this kind oi planning only 
guides the direction of production. Lt does not stipulate specific material 
targets. When a serious imbalance between various economic sectors appears, 

or when a serious imbalance between the supply of and demand for products occurs, 
guidance planning can alswou ultimately bring about a balance between various 
sectors and between supply and demand. But this often takes time. In tire 
course of this, heavy economic losses and waste arising from imbalances between 
various economic sectors and from irrational relations between supply and demand 
are unavoidable. It is precisely tor the sake of avoidin,, such Losses and 
waste that a socialist country must not simply make use of mandatory planning 

in its efforts to maintain an overall balance, but must combine guidance 
planning with mandatory planniu:. 


Second, mandatory planning is more capable of arousing the enthusiasm of 
enterprises for production and more conducive to the realization ot an economic 
balance than other forms of planned management under given conditions. From 
actual economic activities of the past, we can see clearly that according to 
the traditional concept and method of compulsory mandatory planning, which is 
based on the product economy, accepting mandatory tasks is indeed not a small 
burden for enterprises. but, according to the above-mentioned concept and 
method of mandatory planning, which is based on the commodity economy, enter- 
prises that accept mandatory tasks will be duly rewarded economically. They 
will have a competitive advantage and will be able to further bring into play 
their enthusiasm in developing production and increasing economic results, 
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In short, binding mandatory planning based on the commodity economy car, on 

the one hand, effectively organize microeconomic activities and guarantee Chr 
- . — ‘ 1, : o . ‘|. . , 

realization of the key part of the state’s overa!l plan; on the other hind, 


it enables the enterprises to make bigger gains, to tully bring into play their 
initiative in operations, and hence to brin, about a balanced state in the 
social economy and to more effectively exercise macroeconomic control over the 


economy. We may say that under given conditions and within a given scope, 
mandatory planning plays an irreplaceable and positive role in maintaining an 
overall balance in the national economy. Correctly utilizing it is crucial to 
the planned management of the national economy. 


Every economic theory should stress practicality. In that case, to what 
extent can this kind of binding mandatory planning be utilized? This is 
determined by the need to maintain an overal! balance and by the inherent 
qualities of mandatory planning. 


First, the operational scope of mandatory planning is determined by the condi- 
tions for bringing about an overall balance in the national economy and the level 
attained. Limitec by the present level ot the development of the productive 
forces and level of planned management, it is impossible to include everything 
in the overall balance of the national economy. We can only exercise contro! 
Over major matters and ensure the appropriate proportions between the major 
economic sectors so that the national economy can, in general, develop in a 
balanced and coordinated way. This determines that under no circumstances 
Should mandatory planning exercise excessive and over-rigid control beyond thie 
scope covered by the overall balance of the national economy. 


Second, the need to maintain an overall balance determines the proportion 
occupied by mandatory planning. In the planned management of the national 
economy, the proportions occupied by mandatory planning and guidance planning 
ire entirely determined by the objective need to maintain the overall balance 
of the national economy. They are not subjectively fixed by man, Apart from 
being needed in the readjustment of proportions among the major economic branches, 
the supply-demand situation regarding products is also an important basis for 
determining the extent to which mandatory planniny can be utilized. Although 
some products are of vital importance to the national economy and the people's 
livelihood, it is all right not to subject them to mandatory planning is a 
roughly balanced supply-demand situation can be brought about through guidance 
planning. On the contrary, although some products are not important product, 
they may be brought under mandatory planning if an imbalance in their supply 
and demand has affected the overall balance of the national economy and it is 
impossible to quickly bring about a balanced supply-demand situation through 
guidance planning. If the same type of product can be subject to both mandatory 
planning and guidance planning, what form of management should we adopt? This 
depends on which form of planning is the most beneficial to increasing the 
economic benefits of enterprises and ot society and the most conducive to 
bringing about the most favorable proportions. 


Third, ia implementing mandatory planning, the state must expend a lot of 
energy to create the necessary conditions for the enterprises. In individual 
cases, the state my have to subsidize the enterprises. Thus, if we can more 
or less balance supply and demand by relying on guidance planning, there is no 
need to carry out mandatory planning. 
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Here, | would like to mention in passing that in terms of economic structure, 
the scope of implemeatation of mandatory planning should not be cont ing 

units owned by the woole people alone. Socialist macroeconomic activit ir 
include various levels ot the micreeconomy. They are not solely enyaged in 
by units owned by the whole people. Thus, mandatory planning should also be 
applicable to collectively-owned enterprises and other economic levels. On 
the whole, as long as there is a social need and as long as the enterprise: 
are willing to do so, any economic level can become party to contracts tor 
mandatory tasks. According to the new concept and method of mandatory plannin;; 
enterprises and units that have entered into contracts for mandatory tasks 
are entitled to more economic benefits. In principle, economic units at all 
levels should, without exception, be in a position to make protits. No 
favoritism should be allowed. 


[fn short, when economic relations in the whole society have been appropriately 
settled and when a general harmony between the major economic sectors can be 
attained through guidance planning, mandatory planning can be reduced to a 
minimum, even done away with, and guidance planning can become the principal 
form of planned management. Under such circumstances, enterprises owned bys 
the whole people will not necessarily have to practice mandatory plannins. 
When economic development is not well-couordinated, or when imbalance occurs 

in the supply ot and demand for certain products, and it is impossible to 
quickly bring abcut harmony between the various economic sectors and in the 
supply-demand situation, mandatory planning will be utilized, sometimes to 
such a great extent that it becomes the principal form of planned minayvement 
Under such circuastances, it is all right to apply mandatory planning to 
collectively-owned enterprises or other economic levels. Because the 
socialist economy advances in movements of opposites and develops with the 
alternating course of -Ealance and imbalance, mandatory planning as a concrete 
form of socialist planned management cannot be done away with once and tor all. 
However, it is possible to adjust its scope. We must not judge the planned 
economy by the scope of mandatory planning. 


Of course, Like any other thing, this kind of binding mandatory planning alse 
has its Limitations and has problems that have yet to be more thoroughly 
resolved. Take the question of raising the scientific nature ot planning work 
for example. Mandatory planning, even if it is of a binding nature, may be 
subjective in certain respects if the planners do not have a tull grasp ot 
economic information and have not made a basically correct forecast of futur 
economic developmeat. This is because the conditions tor its fultiliment, 
the economic levers utilized, and various regulations are controlled by the 
planners. ‘this aftects the raising of the scientific level of planning. 
This situation will chanye with the unfolding of information work and the 
development of the means of planning. But the fundamental solution of this 
problem still depends on turther theoretical research on how to protect the 
automatic feelback mechanism of economic movements under mandatory plarning. 
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[IIl. The Question of Pricing in Mandatory Planning 


The question of pricing is an important issue in theoretical research and 

actual work on mandatory planning. The traditional concept is that the 
difference between mandatory planning and guidance planning lies in the fact 
that the former is implemented and carried out mainly through administrative 
means, while the latter is realized mainly through economic means. In other 
words, mandatory planning, is realized by means of compulsion, whereas guidance 
planning is realized through consultation. Mandatory planning means tixed 
prices; guidance planning, means tloating prices. This concept is quite unaccept- 
able. In fact, this concept still places the two forms of planning on two 
different operating mechanisms, holding that mandatory planning is based on the 
product economy while guidance planning is based on the commodity economy. Under 
conditions of the commodity economy, state planning, whether it is meant to be 
mandatory or to serve as guidance, must be based on the law of value. In actual 
economic life, the role of the law of value is to a large extent manifested 
through the pricing of products. Thus, if we are to respect and apply the law 
of value in planned manaysement, we must not only negate the compulsory nature 

of mandatory planning but must see to it that the prices of products covered by 
mandatory planning and those covered by guidance planniny are the same in 
accordance with the principles uf equality and mutual benetit and of compensation 
at equal value in the commodity economy. In other words, the difference between 
mandatory planning and guidance planning does not Lie in the notion that there 
are two sets of prices of products covered by the two kinds of planning. The 
traditional concept, where products covered by mandatory planning can only have 
tixed prices and only products covered by guidance planning can have tloatiny, 
prices, is actually tantamount to negating the identical basis for the pricing 
of commodities and is not conducive to fully bringing into play the role of the 
law of value. Moreover, if there are two sets of prices for planned products, 
there is bound to be two targets of pursuit within the same enterprise because 
the ceiling of fioating prices is usually higher than that of fixed prices. 
Because of this, enterprises will naturally only be willing to accept guidance 
planning and not mandatory planning. This will make it very difficult to change 
the present economic situation where goods produced for self-marketing are 
available in all varieties, whereas products covered by mandatory planning 

do not find a market. This is bound to be even more so following the switch 
from delivery of profits to payment of taxes, where competition between enter- 
prises is in full swing and profits have become the direct production poal ot 
enterprises. Why was there the vicious cycle in our economy, where products 

in short supply were put under unified state control, and products under 

unified state control fell into shorter and shorter supply? The fundamental] 
reason for this was that the more we put products in short supply under mandatory 
planning, the more rigid prices became and the less the enterprises wanted to 
produce them. Why is it difficult to invigorate the large enterprises? The 
fundamental reason is the same. It is because products turned out by the Large 
enterprises are mostly o* great importance to the national economy and the 
people's livelihood. These products are now subject to mandatory planning and 
sold at fixed prices. Thus, it is very difficult tc invigorate the large 
enterprises. On the other hand, it is easy to invigorate medium-sized and 
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small enterprises that produce ordinary goods. Thus, in order to truly 
invigorate the enterprises, particularly the large enterprises, it is neces- 
sary to do something about pricing and make pricing for products covered by 
mandatory planning and those covered by guidance planning consistent. Seen 
trom the present situation, this is not easy. but with the deepending of the 
reform of the economic system, the scope and varieties of products covered 

by mandatory planning and sold at fixed prices should be gradually reduced, 
while those covered by guidance planning and sold at floa.ing prices should 

be gradually increased, so that eventually products covered by mandatory 
planning and those covered by guidance planning will come under the sume 
pricing. In other words, on the question of the planned pricing of products, 
what we should work on from now on is neither fixed prices nor free prices, but 
floating prices. In this way, we can ensure the state's macroeconomic control 
of economic activities, that is, setting the range of price floatation. At 

the same time, we can ensure independent operation by the enterprises, that is, 
fixing prices themselves within the prescribed range. By combining the unified 
nature of planning with flexibility, a flexible system of planned management can 
be established. 
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[Text] To meet the requirements of the reform of industrial structure and 


ll-round reorganization of enterprises, there is now an urgent need 


oe 
ad 
- 


to include the question of modernizing enterprise management in the agenda, 
However, there are many different interpretations in both theory and practice, 
ind even disputes as to what modernization ot enterprise management is and 
how it can be accomplished. This article will attempt to explore some of 


these questions. 
(|!) What Is Enterprise Management 


lo study the modernization of enterprise management, we must tirst clarity 
what management is. There are now many related theories, such as the theory 
ot tunctions, the theory of political decisions, the theory ot organization, 
and so tort’. Ln my opinion, we should take an all-round and dialectical 


approach to this question. 


First, as 4 science, management should be a comprehensive and mult i- 
disciplinary one which transcends the border between social science and natural 
science and dealing mainly with the relations ot product Lon. As a task, 


management is also a comprehensive one of many ditferent protessions and 
involving many levels. First of all, it deals with the relations of product- 
ion including the various relations among the people in an enterprise as weil 
is the enterprise's relations with the state, the customers or consumers, 

thre operating units and the suppliers. Second, management means the 
organization of productive torces, or organization of the three material 
elements jor productive operational activities. In addition, management 

ilso touches on such questions of the superstructure as political power, 


political parties, law, morality and human feelings. Theretore, under the 
sweeping heading of management, there are many specialized subjects, such 

is the science of enterprise management and many related subjects dealing 

ein'y with the relations of production; management engineering, product- 


ion organization science, technical economics, and many others, all dealing 
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mainly with the ratiosal organization of productive forces. Broadly speak- 


. ; , , * . . , * , 
ing. the subjects tor the workers deolgoical and political education and 
the other subjects related to the superstructure can also be regarded as 
the important omponents Of enlerpr'se management. 


Second, management should be an applied science. As a science, like other 
sciences, it has its own theories, rules and methods. However, these theories, 
rules and nethods are the result ot the application of other basic scientit ic 
laws, such as the law of science and technology, the economic law, the 
political-ideological law (including the sciences of administration, 





organization and law) and socio-psychological law (called “organizational 
behavior" in Western countries), and so forth. For the application ot these 
scientific laws in management, there are such corresponding methods as the 
technological method, the economic method, the ideological-political method, 
the administrative and legal 
all these laws and methods, the economic law and economic methods play the 


method and the socio-psychological method. Among 
maior re les. 


In summary, management is 4 comprehensive science mainly dealing with the 
relations ot production. The conclusion that it represents several functions, 
policy decisions or the organization of productive torces only is not 
comprehensive enough. 


(2) What Is Modernization of Enterprise Management 


This question can be answered in many ditterent ways, but some comrades have 
atkempted to give it one complete and accurate definition, This should be 
very useiul. In my opinion, however, we should tirst clarity three 
essential questions, such as the questions of indications, substance and the 
process of realization in management modernization. 


First, let us talk about the indications. Up to what point should we proceed 
betore the management can be modernized? This is the opinion of some 
Japanese management experts: When the products of an enterprise can compete 
with foreign products ip the world market and the theory of its management 
has become an established school of thought, the management may generally 

be regarded as modernized. According to these indications, they believe 

that Japan accomplished management modernization in the mid-1970's. This 
line of reasoning can be used for our reterence. We believe, however, that 
the production of competitive products without good economic results is not 
good enough. Therefore, the indications of management modernization may be 
tentatively as follows: The enterprise's major ecnomic indices and its lead- 
ing products are up to the advanced world standards, and the mode and system 
of its management have their unique features and are in the ranks of advanced 
managements of the world. 


Next, about the substance. At present, a tairly common understanding of 

modernized management is based on modernization in four respects: modernized 
management thought, modernized management organization, modernized management 
methods, and modernized management means. The actual substance of modernized 
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the relations of production and the corresponding superstructure, and a 
more rational organization of the productive forces. The former is 
embodied in the reform of enterprise management which we are now carrying 
out, and the latter may be considered the development of managemenc. 


In carrying out the reform and development ot enterprise manaSement, we 
must carefully recognize and handle several relationships. 


First, we must clarify the relationship between the reform of management 
system and the modernization of management. Reform is the motive power as 
well as an important component of management while modernization of manage- 
ment is a component as well as an important guarantee of success in reform. 
[The two are closely related and inseparable. 


Second, we must carefully handle the relationship between the traditional] 
experiences of management and the modernization of management. The set 
of rules formed in more than 30 years for enterprise management must be 
scientifically analyzed. Some of them can be inherited, others can be 
developed, and still others can be reformed. We cannot act blindly ona 
nene-or-all basis. 


Third, we must dialectically view and handle the relationship between the 
basic work of management and the modernization of management. In spirit, 

we must highly regard basic work and be soberly aware that if our basic 

work is not solid. it will be difficult to modernize the management smoothly; 
and that if the numeral data are inaccurate, it will be difficult for the 
computer to play its full role. However, this cannot be interpreted in 
absolute terms. For example, speaking of the accuracy of numeral data, it 
does not mean that there cannot possibly be the slightest error. Let us 
take for example the actual number of hours spent on a job for which fixed 
time is allotted. Unless the factory is fully automatized, no enterprise 

at home or abroad can be 100 percent accurate. However, computers can stil! 
be used and modernization can still be attempted. Furthermore, the use of 
computers in management modernization can in turn help improve and develop 
the basic work. 


Fourth, we must carefully handle the relationship between gradual progress 
and torward leap. Now, while studying the policy toward the new technical 
revolution, everyone is hoping that we can take a forward leap in many 
respects. In management, a forward leap is sometimes possibile and 
necessary. In choosing the models ot computers, for example, we do not 

want the backward types when the advanced types are available. Computers 
are developing very fast. Their functions are increasing, their dimensions 
are becoming smaller and smaller, their prices are becoming lower and lower, 
and their operation is becoming more and more convenient. Therefore, we 
must use the most up-do-date models. There is no need for us to start 

with the old models and then update them slowly. On the whole, however, the 
modernization of management should be gradual, or stage by stage instead 

of by leaps and bounds. In learning the advanced methods of management 

from foreign countries, we cannot master them at unce, and may "bungle" for 
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awhile. This is not important, because we can gradually improve later on, 


Finally, we must have a correct attitude toward toreign experiences in 
management. Whenever we mentioned the need to torm, step by step, a Chinese 
socialist and modernized system of enterprise management, some comrades would 
insist that in management, modernization does not mean toreignization or 
westernization. This is certainly correct. However, this should not preclude 
our learning and drawi ww trom the advanced experiences of toreign countries 
more fruitfully. At present, our knowledge of foreign things is not too 

much but far too little. This is not helpful to the progress of our management 
modernization, To understand and study toreign management and to copy and 
adopt it wholesale as though it is something sacred are two entirely different 
and unconnected issues. Giver 2 correct guiding thought, we must understand 
foreign management more extensively and thoroughly betore we can compare the 
various methods and ditterent schools of thought, make use of the good ones 
and avoid the bad ones, achieve mastery through a comprehensive study ot 

them, and choose what is suitable for ourselves. On the contrary, if our 
guiding thought is incorrect, and our knowledge ot toreign things is scanty, 
we may either blindly reject everything trom foreigners or commit the mistake 
of copy or adopting toreign models wholesale. Furthermore, as ment ioned 
earlier, one of the main indications ot management modernization in an 
enterprise are its major economic indices and its ability to raise its 
leading products up to the advanced international standards. How can our 
enterprises give such a performance if they do not know how the situation 

is developing in the toreign countries? 


(3) What Are the Mode and System of Modernized Enterprises 


In modernizing our management, we must have modernization in the mode and 
system of management instead ot limiting it to certain links, methods, or 
means of management. There should be no doubt on this point. However, 

there are different views on this mode and system. In my view, the mode of 
management and the system of management are two different concepts, between 
which there is relationship as well as distinction. The mode of maaagement 
should be a basic form of the relations of production or the basic relation- 
ship among people. The system of management, on the other hand, refers to 
che concrete form of organization of productive forces, or the combination 
of various professional managements with the organizational structure into 
an organic system according to the theory of system engineering. In the 
case of our state-owned socialist enterprises, the modes of management should 
be basically identical, while the system of management should vary in different 
trades and types, and each system should have its own special features. 


The mode of management of our state-owned enterprises began to take shape 
during the reform, as shown by the combination of responsibility, rights 
and interests with contract responsibility, guarantee and evaluation as 

the core in the economic responsibility system first adopted in Shoudu Lron 
and Steel Company. 
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ks to the system of management, the methods used and the way of ftormulation 


tier greatly in all countries including our own, because of the ditterences 
in conditions and viewpoints among difterent enterprises and schools of 


hought. In our country, the methods and tormulations are numerous, roughly 
rot less than several scores. For example, some advocate a three-level 
management system: the upper level for overall planning management; the 
middle level tor the "three totals"--namely, total technical quality 
wement, total economic accounting and total labor and personnel manage- 
ment; and the lower level for various special managements. Others advocate 
the torming of a network according to the system of information control 
including the policy decision system, technology development system, 
executive system, control system, and so torth. Still others are in favor 
ot eliminating the middle level and the division of the business policy 
decision system into more than 20 specialized management bodies. For the 
change trom the mode of production to the mode of operation, many enter- 
prises are gradually setting up the systems of research in development, 
production technique and sales service. These are in fact the functions 
of the middle level. As the situation now stands, there may probably be 
es on the question of management system for some time, finally 
ending up in a number of systems which are generally similar and yet having 
special teatures of their own according to different trades and types of 
enterprises. This question can only be settled gradually through study in 
practice and theory. What we should be careful about is that the comrades 
engaged in practical work should not be tied down by certain theories, while 
those comrades engaged in theoretical study should encourage everyone to 


explore bravely in practice instead of defending their own views tenaciously. 
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[Text ] 


For a long time, our standard of enterprise management has been low and 


our economic results failed to keep pace with those ot other 


countries. 


One of the reasons for this situation is that the enterprises do not have 

the decisionmaking power they should have, and their initiative and creativity 
are stifled. In the past several months, thanks to the concern and support 

of the provincial and municipal authorities, we have treated the work ot 


supporting the reform by "loosening the fetters" 


and delegating power to 


the lower levels, assisting the enterprises to obtain more power wid to 
use the power well, and enforcing the contract system as the central tas} 


of the party committee of the economic commission. 


In the spirit of party 


rectification, we decided to conscientiously implement the policy ot! 
"loosening the fetters"” and delegating power to the lower levels. By now, 
the relevant provincial and municipal departments have delegated more 
administrative ‘ower to the enterprises in handling personnel, labor, 


production, busi. :ss operation and the use of funds. 


The power to 


appoint ard dismiss cadres. The ftactory director (or manager) will have 

the power to nominate his subordinates and report such nomination to the 

He also has the power to name the persons 
to be employed or dismissed as middle-level cadres in enterprises. (2) 


department in charge for approval. 


The power of personnel transfer. 


After mutual consultation, the enterprises 


in the municipality wiil have the power to transfer ordinary cadres and 
workers within the municipality, and to handle the transfer procedures 
directly. (3) The power to recruit 


norms and limits approved by the labor department, 


Within the 


the enterprise will have 


the power to recruit its own work force openly and to choose its now workers. 
(4) The power to administer rewards and punishments and to practise the 


system of floating bonus linked with taxes. 


The director 


(or manager) will 


have the power to reward or punish the workers and statf members, including 
the power to pay special bonuses, to promote or reward as well as to dismiss 
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and punish the personnel. (5) The power to determine the torms of wages. 
The enterprise will have the power to determine the toms of wages tor its 
workers and statt members, such as piece-work wages, floating wages, overtime 
pay, floating promotion, tloating subsidy tor particular jobs and particular 
posts; and to initiate wage reforms financed by themselves. (6) The power 
of internal structural establishment. Within the limits prescribed by the 
higher authorities, the enterprise will have the power to determine its 

own structural establishment and its required personnel according to its 

own needs. (7) The decision making power in production and operation. 
Atter ensuring the fulfillment of state plans and state contracts tor the 
supply of goods, the industrial enterprises will have the power to produce 
more goods that are needed tor national construction and are in demand on 
the market. They can also sell some of their own products. The commercial 
enterprises, after ensuring the fultillment of state plans for commodity 
supplies, will have the power to skip certain intermediate links or to cross 
departmental borders in purchasing what they want as well as selling what 

is in demand on the market. (8) The power of using tloating prices. 
Industrial enterprises will have the power to set the prices of the products 
to be sold by themselves and the commercial enterprises can do likewise 

for the commodities under their jurisdiction. These prices can be set tlexibly 
according to the changes in the market and as required tor competition. 

(9) The power tor combining production and operation. The enterprises 

will have the power to participate in, or to organize combined operation 
across regional and departmental boundaries, and to organize cooperative 
production or the farming-out of products. (10) The power to retain protits 
after delivering the required proportion and paying the taxes. For example, 
the enterprises can appropriate 2-5 percent of the total retained protit 

for the director's (or manager's) fund which can be used by him tor speciai 
bonuses and special expenses in business activities. 


(2) 


The retorm which has spread trom agriculture to industry and trom the country- 
side to the cities has popularized the economic responsibility system and 
further solved the problem of enterprises "eating from the same pot" ot 

the state, and workers "eating from the same pot" of the enterprise. The 
enterprises are now full of vitality atter rapidly changing their former 

out look. 


At present, the internal economic responsibility system of the industrial 
and transportation enterprises in the municipality has generally taken the 
tollowing torms: 


Contracting by quota and rewards tor above-quota performance. This type 

of economic responsibility system has strengthened the accounting system 
based on quotas in the workshops, work teams and work shiits in the 
enterprises. A shoe factory in the city carried out the "five f ixed-norms 
(namely, fixed personnel, fixed output, fixed quality, fixed consumption 
ind fixed production cost) and one bonus or compensation" in their work 
teams and shifts, whereby bonus will be paid for above-quota output and 
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funds will be deducted as compensation in case of failure to reach quota. 
This system aroused the enthusiasm of the workers and staff members. In 

the first quarter of this year, 73,800 pairs of shoes were produced above 
quota and the enterprises made a profit of 49,000 yuan. The calcium carbide 
workshop of Yongan Vinyl Mill adopted the system of bonus for above-quo tu 
output and deduction of funds for failure to reach output quota. Its monthly 
output was increased by a wide margin and the production cost of calcium 
carbide dropped from 383.57 yuan last year to 377.13 yuan per ton. The 
above-quota output is estimated to be 3,000 tons, and, after being sold 

on the external markets, will bring 210,000 yuan in profits and 150,000 
yuan in taxes, while the above-quota bonuses amounted to only 49,000 yuan. 


Piece-work wages and above-quota piece-rate wages. The light industry and 
the second light industry trades have commonly adopted the systems of 
piece-work wages and above-quota piece-rate wages. Their work efficiency 
was greatly improved. No 1 Garment Factory, after adopting the system ot 
above-quota piece-rate wages, increased its output value, output and prot it: 
in the first 4 months of this year by 40.29 percent, 33.6 percent and 36 
percent respectively over the same period last year. 


Floating bonuses and wages. Among the enterprises which have adopted this 
system are the chemical machinery plant, the machinery repair plant, and 

the foodstuff plant of Sanming. Under this system, 10-30 percent of the 
wages are generally combined with the bonuses for floating. According to 
the principle of "judging the magnitude of responsibility by the coefficient 
and assessing the magnitude of contributions by the work points," the 
chemical machinery plant broke down various economic indices into hundreds 

of small indices to be assigued to 6 production workshops and 22 offices. 
While calculating the bonuses according to the workpoint indices, it also 
adopted the methods of combining 10 percent of the wages with the bonuses 
for floating, paying bonuses in proportion to the increase in income, increas- 
ing the proportion of bonuses for the key technical and engineering personne!, 
paying subsidies for particular posts, and so forth to arouse the enthusiasm 
of its workers and staff members. Ite output value, profits and sales taxes 
in the first 4 months of this year increased by 36.4 percent, 78.6 percent 
and 62.5 percent respectively over the same period last year. The Sanming 
Municipal Porcelainware Plant has been in existence for 23 years and incurred 
losses totaling 918,600 yuan in 18 years. Last year, it began to use 50 
percent of the basic wages as floating wages so as to link the persona! 
interests of the workers and staff members closely with the enterprise's 
economic results. Its production then had an all-round improvement and 

the losses were turned into profits in the same year, with the annual pro- 
duction plan fulfilled 3 months ahead of schedule. Its production in the 
first half of this year is even better than in last year. 


State-owned enterprises contracted to collectives. Under the economix 
responsibility system, some state-owned enterprises were contracted to 
collectives for operation with marked success. Sanming Chemical Machinery 
Repair Plant was close to losing money last year. Not long ago, a contract 
group consisting of engineer Zheng Shaohui [6774 480] 6540] and five others 
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took over the operation in the name of a collective irrangements: 


On the basis of predetermined norms of output valuc, protits, quality, 
production and sales, the contract group would be paid 1. © 1,500 
yuan for an annual profit of 10,000-20,000 vuan; a bon ,000 yvuan for 
an annual profit of 20,000-30,000 yuan; ard a bonus o 0 uan tor an 
annual profit of more than 30,000. If the enterpri:. murs J » the 
wages of the contract group would be reduced by 750 vu r the loss ot! 
10,000-20,000 yuan; by 1,500 yuan for the loss oft 29,000-30,000 yuan; and 

by 1,800 yuan tor the loss of more than 30,000 yuan. urtli re, 10 per- 
cent of the funds will be deducted for each of the other untilled norms. 
Atter adopting the contracting system, 20 percent of ¢! rage in the entire 
plant were combined with the bonus on a tloating basis. For the types of 
work process in which quotas are assigned, there will be above-quota bonuses 
according to the principle that bonuses has no ceiliines and wises have no 
lower limit. For those types of work processes wit t quotas, the 
bonus will be strictly proportional to the enterprise’ -AiNS, 

that is, more bonus for more gains, less bonus tor |, 1d no bonus 
tor no gain. In practicing the economic responsibil i! em, Taijiang 
Cement Factory of Sanming Municipality contracted thi t evera! key 
personnel, such as the kiln attendants and the makers v t balls. The 
contract covers output, quality and the proportion { up-to-standard products. 
[There will be rewards tor above-quota output and punis: ts tor tailure 

to reach the quota. After the adoption of this system, the products were 
100 percent up to the standard (only averaging 70 pe: | betore the adoption 
of the contract system). The monthly above-quota output 4 nore than 400 
tons, and reached 700 tons in May, the highest monthiv output in the plant's 
history. In the first 5 months of this year, it utput 3 we reached 
637,500 yuan with a profit of 143,000 yuan, an inerecse ot 1.04 percent 


and 1.75 times respectively over last year. 


Responsibility for profit undertaken in the form of mutual pledges. To 


ensure the fulfillment of its annual profit quota, the companies and the 
enterprises of the light industry sector in the municipality signed agree- 
ments of economic responsibility between them dealing with rewards and 


punishments. These agreements clearly stipulated th’ if the enterprise 
could complete their output value plans and their proitit quotes, each person 
above the rank of deputy factory director would receive a bonus of 50 yuan, 
If the enterprise tails to reqch the quota, each person above the rank of 
deputy director would be fined 30 yuan. If the enterprise overtultills 

its protit quota, part of the above-quota profit would be used as bonus. 

The building materials sector in the municipality also adopted the system 


of agreements between the companies and the enterpri-s¢ cerning rewards 
and punishments. At the end of everv year, 4 review would be conducted 

on the three major indices of output value, output id protit. The plant 
leaders would be rewarded for the fulfillment of these indices and tined 

for their nonfulfillment. In practicing the econon resp ibility svstem, 
all the industrial and transportation enterpriss in th inicipality also 
adopted such forms of remunerations as wages appropri.i: posts, subsidies 
appropriate to important jobs, and subsidies tor scientils d technical 


personnel, all with fairly good results. 
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Practice has proved that by tollowing the economic law, strengthening the 
economic responsibility system in various torms and combining the system 

with the measures of rewards and punishments organically, so that the 
economic interests of all parties will be Linked with the economic results, 

it will be possible to fully mobilize the initiative and creativity of the 
enterprises and their workers and promote the development of economic work. 
In the first 5 months ot this year, when industrial production was taced 

with the difficulties of energy and raw material shortage, industrial and 
foreign trade production in our municipality still showed good results 

with simultaneous increase in output value, profits, protit delivery and tax | 
ment. Of the 15 indices of economic results, 13 showed increase and improvement 
over the same period last year. ‘he outpuc value was increased by 8.77 
percent, profit was increased by 27.23 percent, the profit delivered was 
increased by 74.8 percent, sales were increased by 16.52 percent, the pro- 
portion of enterprises incurring losses and the total amount ot losses 

were reduced by 9.71 percent and 36.98 percent respectively below the same 
period last year. The increase in profits and taxes paid into the national 
treasury was even faster than the increase in output value. 


(3) 


The “loosening of fetters" and delegation of power to lower levels have 
promoted the reform of the commodity circulation system. In this connection, 
we have generally performed the following tasks: 


1. We organized the purchases and marketing through many different channels, 
reduced the intermediate links in circulation, and no longer had to rely 

on the state for the allocation of supplies or to seli our products with 

a certain degree of coercion. Except for the planned commodities, the whole- 
sale enterprises can buy as se!l what they want as long as they are 
economically rational. In the first 5 months ot this year, the total volume 
of commodities purchased by the second- and third-level wholesale centers 
amounted to 23.3 percent of the total volume brought in trom other parts 

of the country. The retail enterprises, in addition to the easily marketable 
commodities brought in through the relevant wholesale agencies, also 
directly purchased their supplies from the factories and other sources. 

The sugar, tobacco and liquor supply centers also began their small-scale 
wholesale service and reduced the amount required tor minimum wholesales. 
They also established small comprehensive warehouses for selling in small 
lots so that people can look at the samples, pay their money and have their 
goods delivered, all on the same spot. This is of great convenience (» 

the retail stores, the basic-level supply and marketing cooperatives and 

the collective and individual dealers, and helped enlarge the volume of 
sales. In the first 4 months of this year, the volume ot wholesales 

to the collective and individual dealers increased by 20.22 percent over 

the same period last year. 


2. We did business according to the law of value and kept our prices 
flexible. In accordance with the regulations of price administration worked 
out by the relevant authorities, the companies dealing in sundry goods, 
hardwares, means of transportation and chemicals, sugar, tobacco, and liquor 
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have used flexible prices for minor commodities and included seasonal dif- 
ferentials, differentials for splitting up complete sets, wholesale differentials, 
design differentials, warranty differentials and cooperative differentials 

in tloating prices. For example, the stores selling electric fans, which 

are of a seasonal nature, have the power to reduce their prices within a 

5 percent margin. If the prices of sundry goods include some design dit- 
ferential or some differential for splitting up a complete set, the enterprise 
has the power to float the prices within a 10 percent margin. If commodities 
are bought in large lots, the store can quote a preferential price. Food- 
stuffs to be sold at negotiated prices can also be sold according to market 
demand by including a morning or evening differential or location differential 
in the prices after the determination of their regular prices. 


3. Through combined operation and combined marketing, we have expanded 

the market for local products. When the departments in charge have delegated 
more power to the lower levels, the industrial and foreign trade enterprises 
are all aware of their heavier responsibility and have actively formed 
combinations in operation and marketing. This is an important way tor the 
commercial sector to expand their transactions and to support local industry. 
Since the beginning of this year, commercial enterprises have undergone 

new developments in the forms of combined industrial and commercial operation, 
combined marketing in different places, giving each other the opportunity 

to make profits, and selling each other's products. In the first 5 months 

of this year, the municipal shoe factory's output value reached 1,452,000 
yuan, a 57 percent increase over the same period last year, and the output 

of shoes increased by 55.2 percent. The volume cloth shoes procured by 

the sundry goods centers increased three-fold and their sales more thar 
doubled. 


4. We strengthened the system of responsibility for enterprise operation, 
whereby the individual's material benefits are closely linked with the 
enterprises’ economic results and the efficiency of social services. After 
the adoption of this system, the business results of various companies as 
well as the quality of social services were markedly improved. In the 
first 5 months of this year, compared with the same period last year, the 
special needs company increased its sales by 28.4 percent and its profits 
by 15.6 percent, while the foodstuff company reduced its losses by 425,000 
yuan, or 32.8 percent. Competition in quality and service among the state- 
owned units, collectives and individuals have appeared and many stores have 
taken on a new appearance because of their good services and civilized methods 
or selling. 


5. Labor discipline was strengthened to promote cultural development. The 
hardware, means of transportation and chemicals center decided to appropriate 
5 percent of its bonus fund for the chief of the wholesale department to 
reward those personnel who gave good performance in buying and selling, 

saved the state from losses, or rendered good services. Recently, a depart- 
ment store has worked out separate regulations for setting up civilized 
stores, civilized offices, and civilized buildings, and for offering good 
services. Any retail store violating discipline or etiquette behind the 
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counter, and any office workers violating the discipline during their duty 
hours would be criticized, educated and economically punished in varying 
degrees. 


6. The enterprises’ internal structures were changed and talented people 
were boldly put to use. For the newly established Sanming Trading Company, 
Ltd., the municipal government appointed only the general manager, while 

the assistant general managers and middle-level cadres were all appointed 

by the general manager. In establishing its internal structure, this company 
intended to break away ‘rom the old conventions, and instead of departments 
and subdepartments, there was only the general manager's office with an 
office manager and his assistants in charge of various administrative affairs. 
The assistant general managers were also in charge of different business 
departments and mrketing departments, and under them were the subdepartment 
managers. The departmertal managers and their assistants were responsible 
for the operation of their own departments. This arrangement raised the 
work efficiency and suited the requirements of the enterprise's business 
activities. 


There is no ready model for economic restructuring, and we lack the experience. 
However, more and more comrades have realized that only through reform can 

the state flourish and the enterprises have the motive power to exist and 
develop. At present, some enterprises have acquired the power and do not 

know how to use it. Therefore, the municipal economic commission plans 

to hold meetings, analyze the conditions, study the policies and earnestly 
implement them in order to promote the retorm. 
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ECONOMLC MANAGEMENT 


REGULATIONS FOR CONTRACT RESPONSIBILITY SYSTEM IN DALIAN 


Beijing QIYE GUANLI [ENTERPRISE MANAGEMENT] in Chinese No 9, 5 Sep 84 
pp 30-31 


}Article by Ma Zuquan [7456 4371 6898]: "Regulations of Contract 
Responsibility System for Technical Transformation Projects in Dalian 
City’ ] 


'Text| In 1984, Dalian city set up 450 prcjects for importing technology 
and technical transformation. To fully mobilize the initiative in various 
quarters and to ensure the on-time completion of these projects to be put 
into operation, the municipal economic commission has tormulated the 
regulations for the system of contract responsibility system for technical 
transformation projects. 


fhe regulations stipulate that the planned projects of the municipality 
should be separately contracted to the municipal technical transformation 
office, the general companies (or bureaus) at the county districts, and the 
enterprises directly under the municipality on an overall basis. The 
onditions in these overall contracts are: (1) More than 66 percent of 

the work in terms of the annual investment in technical transfermation should 
be completed. (2) More than 65 percent of the number of projects shou)d 

be completed. (3) More than 99 percent of the completed projects should 

be ready tor operation. On the basis of cverall contracts, project contracts 
ire set up under a system ot responsibility whereby key projects are assigned 
'o specially designated persons. Even projects above the municipal level 

(of more than 500,000 yuan in cost) will be contracted to the responsible 
persons designated by the municipal technical transofrmation office, the 
general corporation (or bureau) and the enterprises concerned. 


The conditions for project contracts are: (1) Work should be completed 
iccording to, or ahead of, schedule. (2) The amount of investment originally 
ipproved must not be exceeded. (3) The quality of work must be up to the 
lesigned standards. (4) The completed projects should go into operation 
moothly and be able to produce results. In order that material supplies 

in be guaranteed for these overall contracts and project contracts, there 

ilso the system of supplies con'‘ract tor the municipal supplies bureau 

ind the departments concerned. (1) For the projects above the municipal 
level, and based on the budget provided in the designs, a minimum of 90 
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percent of the three major building materials [steel, timber and cement] will 
be actually supplied. (2) For ordinary projects above the provincial level, 


a minimum of 50 percent of the materials will be actually supplied. 


The regulations of rewards and punishments tor overall contracts are: 

(1) For the fulfillment of all three conditions, the bonus will be 200- 

800 yuan; and for the fulfillment of two, 100-600 vuan. (2) If the work 

in terms of annual investment and the number of projects are both less 

than 60 percent (or only 60 percent), or one of them is less than 9O percent, 
then 15-20 percent of the monthly wages of the meyor, the director ol 
economic commission, the manager and the section chief of the general 
corporation (or bureau), the county chiet, and the county economic commission 
chief, all being responsible for the project, will be withheld. For project 
contracts: (1) Frovided the contracted project is completed within the 
planned period (for key projects, the period is stipulated in the signed 
guarantee. If no guarantee is signed, the period will be calculated according 
to the plan passed down to the lower levels), the projects will be classit ied 
intc first, second and third grades and the units undertaking the projects 
will accordingly appropriate 0.25 percent, 0.20 percent, or 0.15 percent of 
the investment in the projects as bonus, for rewarding the personnel directly 
related to these projects. The share of bonus for the tactoryv director (or 
manager) should not be less than 2 percent of the total amount. For those 
responsible persons designated by the municipality or the general corporat ion 
as their contractors, the municipality wi!l pay a bonus equivalent to 3 per- 
cent of the bonus fund. When the key projects costing more than 500,000 yuan 
each have been classified into tirst, second and third grades, then 0.20 per- 
cent, 0.15 percent and 0.10 percent of the total investment can be appropriated 
as bonus out of which 3 percent will go to the responsible persons as rewards. 
(2) If the key projects above the municipal level are completed more than 

3 months in arrear, 15-20 percent of the monthly wages of the responsible 
contractor as well as the bonus of the directly related personne! will be 
withheld until the completion of the projects. The same regulations wil! 
apply to the key projects of more than 500,000 yuan. For supplies contract: 
(1) If more than 90 percent of the materials for key projects above th« 
municipal level and more than 5C percent of them for ordinary projects 

above the provincial level have actually been delivered (except for those 
directly supplied by the enterprises), then 0.50-0.08 percent of the total 
amount of these materials (calculated at regular prices) will be appropriated 
as bonus for the directly related personnel. (2) If the materials actually 
delivered by the supplies departments for the key projects above the 
municipal level is less than 85 percent and thus atfects the smooth progress 
of the construction, then | month's bonus for the director, the section 

chief and the directly responsible persons will be withheld. In addition, 

10 percent of the monthly wages of the director will be withheld. 


The contract regulations also provide rewards aid punishments for the merits 
and shortcomings of the personnel of the building units and enterprises. 

For the building unit: (1) When the agreement is signed, it is permissible 
for a clause to be included concerning rewards to the contracting party fo 
shortening the construction period. A bonus will be paid according to the 
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agreement. If any subjective factors on the part of the building unit, 
such as tailure to observe the stipulations in the design or the rules of 
building, lead to poor quality, delay and serious losses, the building unit 
will bear the responsibility and compensate the losses. Furthermore, the 
bonus of the responsible persons will be withheld for 1-3 months. (2) For 
the reward winning projects, the bonus for the contracting party will be 


paid by the unit for which the project is bui't. (3) To the persons responsible 


for the projects who have given outstanding performances; the personnel who 
have made outstanding contributions in designing, building and material 
supplies; and the meritorious persons of the municipal comprehensive depart- 


ments directly related to technical transformation, there will be commendation, 


citation for merit, one wage increment and so forth according to the 
magnitude of merits. The incentive measures for the enterprises are: 
(1) If the technical transtorm.tion project is completed and put into 
operation ahead of schedule, the benefits obtained during the advanced 
period wil! be used by the enterprise to develop its production. If the 
ompletion is delayed for more than 3 months, the allocated funds during the 
period of delay will be changed to loans for which interest must be paid 
out of the enterprise's own funds until the project is completed. (2) 
fechnical transformation projects should be completed according to approved 
specifications, and the funds saved will be retained by the enterprise. 
lt the outlay on the project is more than the approved amount, the excess 
portion will be paid by the enterprise itself. 


[The regulations pointed out: The bonus for contracted projects will be 

paid in cash out of the special bonus funds of the enterprises and is 
tax-free. The bonus for overall contracts and tor the comprehensive depart- 
ments of the municipality will be paid by the municipality under a unified 


irrangement. 
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AUTHORITATTVF ANSWERS TO QUESTIONS COYCTRINING 1°85 TPrASURY PONDS 
Nanting XINI'UA RIBAC in Chinese 25 Dec 84 » 3 


[Text] XINHUA, "eijing, 24 December-~-A resnronsible nerson of the “Ministry 
of Finance answered the cuestions put to him by the correspondent of 
XINHUA NEWS AGENCY concerning the treasury bonds to be issued in 1985. 


Muestion: Since tne economic situation in our country is very good and the 
financial receipts are increasing fairly rapidly, whv is it still necessarv 
to continue the issuance of treasury bonds in 1985? 


Answer: Issuing treasury bonds or government bonds as a means of raising 
construction funds or meeting the government's deficits is quite common in 
all countries over the world. Nowadavs, developed countries as well as 
developine countries are mostly issuing these bonds as a means of organizing 
financial receipts. Of course, there is some difference in the nature of 
treasury bonds or government bonds issued in different countries. In our 
country, the purpose of issuing them is to concentrate those financial 
resources which are scattered in the society and then use them in the 
socialist modernization drive. In the past several years, we raised 
considerable amounts of money and used to good advantage in accelerating 
socialist construction. It is true that our economic sitaution is very vsood 
and our financial revenues are increasinre fairly rapidly. However, in 

order to attain the grand strategic objective in our national economy, the 
state has to do many things. The need for funds in developing industrial 
and agricultural production, science and technology, culture and education, 
public health, and other constructive undertakings continues to increase and 
financial support from the state is also required for the current economic 
reform. Thus the shortage of construction funds is still a sharp problem 
restricting our national economic development. To lay a good foundation 

for the vigorous economic growth in the 1990's, the state has to issue 
treasury bonds in 1985 to make up the shortape of funds. We may say that 
the purpose of our continuing to issue treasury bonds in 1985 is to further 
develop the excellent situation and to accelerate socialisc construction. 


Question: Will there be any important change in the methods of issuing 
treasury bonds in 1985? 


\nsver: The changes will be based on the principle of a closer combination 
of political mobilization and consideration of the buyers’ economic interests. 














The main features are a shorter period of redemption, a higher interest 
rate, and the facilities for the bonds to be discounted at the banks when 
their owner happens to be in urgent need of money, and for their custody. 
These changes will provide more favorable terms in their purchase and 
greater convenience in their safe-keeping, and make them more attractive. 


Question: How is the period of redemption with interest stipulated and 
how is it different from the previous periods? 


Answer: In tlie past, the treasury bonds were redeemed with interest in 
five installments, beginniny with the first in the sixth year after their 
issuance, and completely redeemed in 10 years. The redemption period for 
the treasury bonds issued in 1985 will be shortened to 5 years and these 
bonds will be completely redeemed with interest in one payment on the 6th 
year after their issuance. 


Question: If the people who have bought the bonds are in urgent need of 
money, what can they do? 


Answer: In the past, the treasury bonds could be redeemed with interest 
only on maturity. The treasury bonds issued in 1985, after being kept by 
the buver for a certain period, can be discounted hy the bank at the 
established rate, if the buyer is in urgent need of money. The bonds 
bought by units can be mortgaged in negotiating bank loans. (The repula- 
tions for discounting and mortgaging are formulated by the People's Bank 
of China.) 


Question: Treasury bonds are issued without names, and people cannot 
report their loss and stop the payment. If people do not have adequate 
facilities for keeping them, how can their safe custody be ensured? 


Answer: <A decision has been made by the authorities concerned for the 
Industrial-Commercial Bank of China to serve as the custodian of treasury 
bonds. For treasury bonds of 10,000 yuan and more, the annual handling 
fee is 2 percent; for less than 10,000, 2 yuan per year. Buyers with 
inadequate safe-keeping facilities can entrust these bonds, either old or 
new, to the bank. For treasury bonds of more than 1,000 yuan, receipts 
bearing the buyers’ names will be issued and their loss can be reported 
for action. By this means, the big buyers will not have to worry about 
their loss. 


Question: Is there any change in the amount of issuance of treasury bonds? 


Answer: The amount will be increased from 4 billion yuan to 6 billion yuan, 
an increase of 2 billion yuan, in 1985. This amount was decided by the 
State Council after an all-round study on the need for funds. On the one 
hand, along with the national economic development and the acceleration of 
the economic restructuring, the state will carry out a series of economic 
reforms in wages anc prices in addititon to continuing the increase in 
investments in the key projects of energy and transportation as well as in 
scierce, education, culture, public health and sports. In the long run, 
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these reforms wil! help improve the economic results and increase the 
financial! revenues. At the beginning, however, the state must take out 
due financial resources. It is therefore necessary for the state to raise 
more funds through various channels. On the other hand, along with the 
development of industrial and agricultural production in the past several 
vears, the income of the urban and rural population has increased fairly 
rapidly, and their savings deposits increased by more than 10 billion yuan 
each year. At the end of October this year, the savings deposit balance 
total more than 100 billion yuan. Particularly after the invigoration of 
the economy in the vast countryside, well-to-do townships and "ten thousand- 
yuan households" are appearing in large numbers. There is great potential 
for the issuance of treasury bonds. Therefore, the increase in the amount 
of treasury bonds to be issued is appropriate not only for the state's 
construction plan, but also for the people's purse. Furthermore, in view 
of the more favorable and attractive terms and the greater flexibility 

and security provided, the task of floating treasury bonds in 1985 on the 
basis of the achievements in past years, can certainly show better results. 
The leadership at various levels and the comrades responsible for the 
sales should do their organizational and promotional work well. They must 
carefully explain to the broad masses about the significance of the bonds 
and the favorable terms offered so that the people will buy them willingly. 
The bonds must not be apportioned equally among the people. 


Should there be any specific questions in the people's mind, please continue 
to ask and we will supply the answers at the appropriate time. 
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FINANCE AND BANKING 


ECONOMIC CONTRIBUTIONS OF INSURANCE INDUSTRY EXAMLNED 


Shenyang LIAONING RIBAO in Chinese 12 Dec 84 p 2 


[Article by Wang Xianzhange [3769 2009 4545]: “Develop Insurance Industry 


To Serve Economic Reform 


: 


[Text] After a suspension of over 20 vears, the insurance industry in 
Ningxia has been rapidly revived and developed since the 3d Plenary Session 
of the Llth Party Central Committee. As of today, insurance institutions 
have been set up in 13 cities and 43 counties and there are more than 

1,000 insurance agencies in rural areas and townships. Formerly limited 

to the insuring of enterprise property in a single city, these insurance 
institutions are now handling more than 70 kinds of insurance, both domestic 
and foreign. Their business has been expanded from property insurance 

to life insurance, from cities to rural areas, and from within the 
boundaries of China to outside. The insurance industry has now penetrated 
into everv area of the national economy, down to the daily life of people 

in rural areas. For the province as a whole, a total of 40 billion yuan 
worth of state, collective and individual properties is now insured. 

Over 200,000 people have taken out life and old age insurance policies. 
Moreover, the industry has netted 24,920,000 million dollars in foreign 
exchange for the state. Nobody predicted its fast growth and enormous 
impact, but they certainly point up to the tremendous vitality of the 
industry and prove that its development conforms to objective economic 


principles. 


Tf : : 


Meeting Reform Needs and Promoting Commodity Economy 


Economic structural reform is now taking hold in our cities. As enterprises 
become more autonomous, they shoulder a corresponding increase in economic 
liability, which explains why they have taken to insurance eagerly and 

‘ought economic protection. For the past few vears, a total of 38 million 
yuan worth of insured property suffered damage due to natural disasters 

and accidents. Insurance companies promptly paid out 103.5 million yuan 

in indemnities, thus enabling the affected enterprises to resume production 
quickly. After Xiuyan County was hit by floods in 1982, insurance companies 
paid enterprises and residents in the county town who were policyholders 
more than 20 times the annual premiums they collected from the county town. 
[The insurance industry played a special role in the post-disaster resumption 


\f production and stabilization of people's livelihood in the county. 


—- 
~~ 











The economic compensation ottered by insurance companies not only affords 

economic protection for the policyholder but also safeguards society's 

legitimate public rights. From January through October 1984 alone, 

insurance companies paid out 12.44 million yuan to cover economic damages 
1 


caused by insured motor vehicles involved in traffic accidents. Of this 
amount, 5.54 million yuan went to the victims. 


An Effective Guardian ot the Achievements of Rural Reform 


The rural economy in our province has undergone historic changes in 

recent years. To buttress the development of the rural commodity economy, 
insurance companies have continuously been launching new kinds of insurance 
and expanded the scope of their services. Apart from actively developing 
rural enterprise insurance, automobile insurance and family property 
insurance, insurance companies are energetically experimenting with 
aquaculture insurance and farming insurance. A total of 3 billion yuan 
worth of rural property is now covered. Insurance otfers a safety net 

to producers and business operators, emboldening them to adopt new scientific 
techniques in developing the commodity economy. One imported new technology 
is the use of plastic tilm as a cover for cotton fields, which has proven 


positive effects on cotton vields. But cotton growers were worried about 
the damages that exposure to hail could do to the plastic film. At the 
right moment, however, we introduced hail insurance for plastic film, 


thereby removing the "riskiness" which made cotton growers hesitate at 
the beginning. With this kind ot insurance, insurance companies pay out 
several times more in indemnities than the premiums they collect, 

but the social and economic results are significant. 


Providing Economic Protection for New Management System 


As we put into practice various responsibility systems, "eating from the 
big rice pot" will be 1 thing of the past. This development brings into 
sharp focus the problem of "old age support" among the staff and workers 
of collective enterprises and individuals who engage in industry and 
commerce. If we fail to solve this problem satisfactorilv, the consolidation 
and development of the collective and individual economies will be 
undermined. With this in mind, localities across the province have been 
offering, on a triai basis, old age pension insurance for the staff and 
workers of collective enterprises in cities and towns. Already 188,000 
peopie have thus been covered and some retired workers have even begun 
collecting pensions from their insurance companies. 


Promoting External nomic Development and Increasing the State's 
Non-Commodity Foreign Uxchange Earnings 


Insurance plays a4 crucial part in ensuring the smooth conduct of international 
trade and other economic transactions. To economize on foreign exchange 
expenses and increase foreign exchange income, insurance companies everywhere 
are going all out to capture a share of the insurance business involving 
foreign transactions. Among the province's 13 cities, all ports have offered 


imports and exports transport insurance and ocean-going shipping insurance. 











iddition, various cities now offer over 30 kinds of insurance involving 
reign operations, including construction and engineering, machinery damage, 
public liability, investments and contract. 


Stepping Up Disaster-Prevention Activities To Minimize Social Losses 


[Insurance companies regard insured properties as their own and take an 
active part in risk management. In conjunction with relevant departments, 
they frequently launch publicity campaigns on disaster and loss prevention, 
conduct inspections and take a broad range of preventive measures to 
eliminate hidden risks and improve safety. One enterprise failed to take 
proper fire prevention measures. Despite repeated admonitions from the 
insurance company that they correct the situation, the enterprise resorted 
to delaying tactics, citing objective factors. Im accordance with relevant 
provisions in the “Law on Economic Contracts", the insurance company 
terminated insurance liability until the company finally acted to eliminate 
the fire hazard. In this way, the company effectively promoted disaster 
prevention work. To increase society's fire and disaster prevention 
capability, insurance companies have subsidized the purchase of over 

10 fire engines by public security, fire prevention and transport 
departments in various localities to the tune of 3 million yuan. They have 
also given enterprises across the province which had an unblemished safety 
record or have not incurred any damages more than 10 million yuan in safety 
awards. The contribution made by this massive sum of money to improving 
enterprises’ disaster prevention capability should not be underestimated. 


Insurance represents a sound economic means of managing the economy. 

[t supports and protects the development of social productive forces 

ind has a bright future. Although the insurance industry is flourishing 
in our province, we have not yet made full use of it. We must seriously 
study, publicize and implement the spirit of relevant Central Committee 
documents in order to further liberate our thinking, reform the management 
system and speed up the construction of the insurance enterprise. 

We should broaden the scope of the business continuously and improve 

its quality and economic results so that it can serve economic reform 
better and make new contributions to the vitalization of Ningxia and 

the realization of the four modernizations. 
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PROBLEMS OF PRICE RFFORM DISCUSSED 


Beijing JIAGE LILUN YU SHIJIAN [PRICE THEORY AND PRACTICE] in Chinese No 6, 
20 Nov 84 pp 2-3 


[Article by Dai Yuanchen [2071 0954 2525]: “Let Price Neturn to Fxchange”] 


[Text] The requirements of price reform can be summed up in t!.ree phrases: 
the sense of urgency, the return to exchange, and the elimination of 
abnormal deviations. 


First, the sense of urgency in price reform. It does not mean that we had 
no sense oi urgency in the past several years. Irrationel prices and the 
need to reform them existed long ago. At that time, however, the reform 

of the economic structure was just beginning and then proceeding slowly, 
while the practice of “eating from the same pot™ still remained. Many 
problems were concealed and the enterprises could still manage to carry on 
while the effects of irrational prices were not yet keenly felt. Now that 
the reform is proceeding at a higher speed, the situation is different. 

The prices, either too high or too low, affect the personal interests of 
the buyers and the sellers alike, and can speak louder than the instructions 
from the higher authorities. Rational prices play a vositive role in 
productinn and circulation, while irrational prices produce adverse effects 
and may lead to blind development or blind contraction which affects the 
conservation and substitution of resources as well as the prorress and 
success of the reform of the economic structure. On the whole, this reform 
must be carried out. 


We must also note that in the second step of substituting tax navrent for 
profit delivery, the tax rates and profit margins for different products 
have been reacjusted, and this readjustment has, to a certain extent, 
alleviated the contradictions created by the irrational prices. However, 
irrational prices still exist. The substitution of tax payment for profit 
delivery can only readjust the profits of the producers, while the problems 
of circulation channels teing choked up by the inverted ratio of state 
purchasing and retail prices, and of the abnormal effects of prices 

supply and demand still cannot be solved. This shows that the alleviation 
by the substitution of tax payment for profit delivery can only he on a 
limited scale and that the urgent need for price reform still exists. Price 
provides the key to the streamlining of economy. When the enterprises 
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operate independently and assume the responsibility for their own profits 
and losses, price plays an even higger role and the effect of price, either 
rational or irrational, is even more obvious. If we want to readjust our 
economic structure rationally, to promote competition and to improve the 
economic results, we must quickly regulate the prices. 


Secord, price reform must be oriented to a return to exchange. In 
reforming their economic structure, all socialist countries, almost without 
exception, have to reform their price system. Their action gives us much 
food for thought. Price is originally the outcome of exchange, since there 
must be buying and selling, cr exchange, before there can be any price. On 
the other hand, rational or irrational prices affect the smooth operation 
of exchange. lTowever, a common malady among these countries in the past 

is that thev forgot the relationsiip between prices and exchange. They 
seemed to think that since the problem of value realization did not exist 
in socialist economy, price, which only served the purpose of accounting, 
could be set either high or low. Price stability, which originally means 
the basic stahilitv of the general vrice level and the basic stability of 
the purchasing power of money, was misinterpreted as the immutability of 
commodity prices. The prices were consequently frozen and even plainly 
irrational prices were not readjusted in time. They were simply "solidified" 
or “ossified," and as time went on, more and more contradictions were 
iccumulated. That is whv in reforminp the economic structure, we must, 
without exception, reform the price system as well. 


From this, we can see that irrational prices can come from the price 
administration system. If prices are still controlled with the same methods 
that are divorced from exchange as thev were before, then, despite our 
efforts to readjust and reform them, irrational prices may reappear after 
some time, calling for another reform. The old method is like some malady 
which can neither be cured nor alleviated and can make the work of price 
readjustment really difficult. Precisely for this reason, I feel that in 
trying to regulate the prices, we should expand the field of our vison and 
look at the system of price administration and let price return to exchange. 


Originally, market competition was mainly price competition and market 
mechanism was mainly price mechanism. Since prices could not be flexibly 
readjusted in the past, we were forced to use mandatory plan indices in 
arranging the enterprises’ production, to use rationing instead of exchange 
or buying and selling, and to use administrative means instead of economic 
means of readjustment, whenever the prices were irrational. As a result, 
competition was stifled, market mechanism was emasculated, and economic 
results deteriorated. It would be absurd if we regarded this method as 

it was an objective necessity and defended it as the superiority of the 
socialist economy. 


Lt should be pointed out that letting price return to exchange does not 

wan the abolition of planned prices. The solidification and ossification 
prices are not necessarily the special characteristics of planned 

pric , Sut rather the reflection of the old economic structure in the 


’ 


prices. Alone with the reform of the economic structure, price 














administration must also be duly reformed. Both fixed and floating prices 
are planned prices in different forms. In the future, not only floating 
prices are flexible; fixed prit:es should also be constantly readjusted 
according to the conditions of market and exchange. Only thus can prices 
meet the requirements of economic development and be gradually regularized. 
According to the 10 articles concerning the expansion of decision making 
power for the enterprises worked out by the State Council, above-plan pro- 
ducts can be sold at floating prices when the enterprise has completed its 
planned task. Thus the planned prices begin to become flexible and come a 
step closer to exchange. In the future, although the common problem of 
different prices for the same product may lead to new contradictions, this 
policy has nevertheless removed one restriction on price flexibility and 
paved the way for a real price regularization. In this sense, letting 
prices return to exchange is the core of price reform. 


Third, the reform of the price system should focus on the elimination of 
abnormal deviations. Speaking of reform in the price system, people are 
apt to treat the deviation from value as an indication of irrational prices 
and to regard the setting of prices on the basis of a certain ideal average 
profit rate as the basic requirement in the reform. In fact, the correspon- 
dence of a price to its value is only a theoretical abstraction. The 
prices of low accumulation commodities are lower than their value. Such 
deviations can happen at any time. If the deviation is consistent with the 
law of value, it is a normal deviation. It plays a positive role in the 
economy and requires no readjustment. The price is irrational and requires 
readjustment only when its deviation from value is against the law of 
value, in which case, a surplus of supply over demand exists with high 
prices, and a surplus of demand over supply exists with low prices, the 
dislocation between production and demand would become intensified, and 

an abnormal deviation would be formed. 


The readjustment of prices according to a certain ideal average profit rate, 
either profit rate on funds, profit rate on wages, or a composite profit 
rate on both funds and wages, sounds easy and simple, since there are now 
electronic computers and computing models which can quickly work out the 
price readjustment as long as there is input information. In practice, 
however, there are many difficulties. The reason is that whatever average 
rate used can only show certain trend of price change, but the actual pro- 
gram is too complex for a computer to work out. If this method is adopted, 
it is quite possible that what should be readjusted cannot be readjusted and 
what should not be readjusted would be readjusted. However, an average 
rate shows no difference, no focal point, and no tendency, and cannot play 
the leading role in economic activities. In the future, we still need to 
use the price lever and the market mechanism, and the deviation in price 
from value cannot be ruled out. "Without deviation of price from value, 
there can be no price policy." There should be nothing wrong this notion 
at all. In price adjustment, we must guard against the negation of reason- 
able deviations. 


People often picture price reform as something very difficult. In fact, if 


the reform focuses on the elimination of abnormal deviations, the scope and 
extent of price readjustment will be greatly reduced along with the 
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reduction of the difficulties involved. If the system of price administra- 
tion is flexible so that price can return to exchange and market mechanism 
is used to readjust the price in a rational way, then the price changes-—- 
becoming too high or too low--would be caused mainly by abnormal deviations. 
People are generally well aware of these prices, either too high or too low. 
As long as the relationship between prices and wages is well handled and 
compensatory measures are taken in meeting these changes, the reform of the 
price system will not be such a herculian task as people may think, and it 
is entirely possible for its speed to be increased. 
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POSSIBLE REAPPFARANCKE: OF SHANGHAI STOCK MARKET DISCUSSED 
Guangzhou YANGCHFNG WANBAO in Chinese 7 Dec 84 p 2 


{Article by correspondent Liang Maoyi [2733 5399 5669] and special 
correspondent Du Liemin [2629 0441 3046]: "Will Shanghai Open Its Stock 
Market?"] 


[Text] Recently, something which has disappeared from our country for 35 
years--the stock marxet--is again attracting public attention. In Shanghai, 
many economic theorists and economic workers are studying afresh the 
possibility of opening a stock market under socialist conditions. A signed 
article entitled "Shanghai Should Boldly Open a Stock Market" carried in 
SHIJIE JINGJI DAOBAO on 12 November has produced a strong repercussion. 
Shanghai Finance Association and SHIJIE JINGJI DAOBAO have separately held 
meetings to study this matter while some economists are drafting their 
views to be submitted to the state's financial authorities for reference. 
TA KUNG PAO, WEN HUI PAO and SHIN WAN PAO of Hong Kong have also carried 
reports and commentaries on the question of opening a stock market, and 

the question is now under deliberation in mainland China. 


This news has aroused our correspondents’ interest and prompted them to 
interview Li Lixia [2621 4539 0204], vice president of Shanghai Finance 
Association. He is already 73, having been engaged in Shanghai's financial 
work for several decades. Now, he is at home compiling the views on the 
opening of a stock market. He told the correspondents that stocks are being 
issued in many parts of the country to raise funds, and that it would be a 
good idea to open a new channel in addition to the banks for the same 
purpose. At present, these stocks cannot be bought or sold since there is 
no stock market in the country. These stocks, which cannot be bought or 
sold, have the characteristics of a partnership enterprise. This is 
traditionally called "small-capital business" and it is very difficult to 
expand the scope of fund raising this way. The reason is that partnership 
in an enterprises is only the partnership of people, and its stocks cannot 
be oriented to the community. On the other hand, in the transaction of 
stocks, the relationship among people does not exist, and there is only the 
relationship of money. If stocks are transacted through a market, the 
funds will not be "cied up." They can be bought today and sold tomorrow, 
and their prices will fluctuate according to supply and demand as well as 
the efficient or inefficient operation of the enterprize. In this way, the 
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use of funds in the societ, will Se more flexible. Stock transactions will 
be helpful to the circulation of funds and to the society‘s economic vitality. 
It seems to show that the scope of fund raising can be expanded only 

through stock markets. 


How can the element of speculation in stock transactions be avoided? Li 
Lixia said: We can adopt suitable measures to restrict ‘t. Before the 
liberation, there were two types of stock transactions: One of them is cash 
transaction, called "spot transaction,” and the other, called "future trans- 
action,” required only a 10 percent deposit to be followed by full payment 
upon delivery on the next day or several days later. Future transactions 
are empty transactions, or 90 percent empty transactions, and this is 

where the element of speculation came in. In the stock market we have in 
mind, “future transactions” will be prohibited, and only cash transaction 
are allowed. This measure will restrict the element of speculation on the 
stock markets. We can dispense with these commission agents and start 

with “over-the counter transactions” through the bank or the entrusted 
agency. This is another way to reduce the element of speculation. Of 
course, instead of being concentrated in the market, over-the-counter 
transactions have to be spread out in various banks, and information 

cannot be so readily available. Therefore, the transactions are somewhat 
restricted. We can have a trial period first. 


How should we view the stock transactions? Tang Xiongjun [0781 7160 0193], 
research worker of Shanghai ‘orld Fconomy Research Institute, offered two 
views: First, the stocks have floating prices. If the enterprise is well 
run, the price will rise; if it is poorly run, the price will fall. Second, 
through the rise and fall of stock prices, the enterprises will be 
supervised by the society and induced to improve its operation. 


Are conditions ripe for Shanghai to open its stock market? The correspon- 
dents visited Chen Shanzheng [7115 9810 2398], who wrote "History of the 
Stock Market's Development in Shanghai’ before the liberation. He said: 
How to draw money from the four seas to accelerate Shanghai's construction 
is a task of utmost concern to the economic circule in Shanghai. Shanghai 
is the economic center of the country and conditions should be created for 
its stocks to be issued throughout the country so that more funds can be 
raised. It is also a maior foreign trade port. Before the liberation, 
there were "foreign stocks’ (stocks bought by foreigners) on the stock 
market. Now, we can also import foreten funds through the channel of 
stock transactions. Furthermore, since Shanghai had its stock market 
previously, experts in this field are available. That is why conditions are 
fairly ripe for Shanghai to open its stock market. 


Many people in the economic circle of Shanghai believe that there are more 
advantages than disadvantages for Shanghai to open its stock market, and 
suggest that a stock market be opened here first. 
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"WARNING LINE’ FOR MONEY SUPPLY DISCUSSED 
Beijing JINGJIXUE ZHOUBAO [ECONOMICS WEEKLY] in Chinese, No 50, 10 Dec 84 p 5 


[Article by Wei Yi [7279 2496]: “What Is the Range of ‘Warning Line' for 
Currency in Circulation?"] 


[Text] Five years ago, comrade Chen Mu [7115 4476], based on the data of 

the average ratio of 1:7.4 between the currency in circulation and the total 
value of retail sales in 26 years from 1953 to 1978, reached a conclusion that 
the “warning line” for currency in circulation should be 1:8. It means that if 
the currency in circulation is below the 1:8 ratio, it will go over the “warning 
line” which indicates that the greater amount of currency in circulation in the 
market may drive up the commodity prices and even set off the danger of infla- 
tion. Some comrades who are skeptical about this have considered it unrealistic 
while others are of the opinion that it is not applicable at present. 


Should we have a “warning line?" I am of the opinion that this question raised 

by comrade Chen Mu is theoretically correct. Marx's law of currency circulation 
has expressed it in this formula, that is, ! = £0.P/V, of which 0.» are variable 
quantities, M is also a variable quantity. However, the theory of money in the 
past very seldom studied V (velocity of currency circulation). The 1:8 form- 
ulation raised by comrade Chen Mu, by appearance, refers to M's limit of 

quantity, but from the standpoint of essence, the substance is the study of 

the velocity of currency circulation, its numerator is Coa.P, and its denominator 
is M quantity from which the coefficient of V is derived. The question of the 
“warning line” therefore is interrelated with the velocity of currency circulation. 


However, the 1:8 ratio is open to discussion. The amount of currency issued has 
increased rapidly beginning from 1979 bringing about a very sharp change in this 
ratio: 1: 7.8 in 1979; 1 : 6.2 in 1980; 1: 5.9 im 1981; 1 : 5.8 in 1982; and 

1 : 5.3 in 1983. These data showed that they were all below the 1 : 8 “warning 
line," which should have brought about price rise and inflation. But in reference 
to the price index and the various general price indexes published by the State 
Statistics Bureau, 1982 registered a total rise of 17.4 percent over 1978. 


Why is it that in spite of the steady increase in the amount of currency in 
circulation, commodity prices can still maintain basic stability? Aside from 
the fact that a great part of the commodity prices in our country is planned 
price which will not change at any time because of the increase in the amount 
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of currency and that at best the currency will go to savings deposits wher 
suitable things are not purchasable at the time, we have often overlooked 

the factor of slow velocity of currency circulation. Firstly, because of 

the way of account settlement has changed today, the velocity of circulation 
has slowed down. In the past, accounts payable by teams and by households 
were both settled through transfer; with the implementation of the contrast 
system, accounts payable and to be settled by househcelds are done in cash. 
Nationally speaking, the scope of use of cash has broadened and the velocity 
of currency circulation has slowed down. Secondly, the rural economy has 
developed steadily since the party implemented the rural policy and the 
number of specialized households and contract households has grown continually. 
It is estimated that 60 percent of the currency is in the rural areas and th« 
amount of cash in the hands of each peasant, according to a preliminary estimate, 
averages about 30 yuan and it is not at all surprising that some specialized 
households have several thousand yuan of cash on hand. One of the character- 
istics of peasants is that they are afraid of exposing their wealth. As a 
result, this portion of cash is actually settled down like sediment thereby 
slowing down the velocity of currency circulation. Thirdly, there are 
approximately 150,000 individual households throughout the country at present 
(not including the unconfirmed ones) and the volume of transactions in the 
rural fairs throughout the country amounted to more than 30 billion yuan; 
this portion of currency within the scope of distribution is not listed 
Statistically in the total value of retail sales. This factor has naturally 
slowed down the velocit~ of currency circulation that can be taken into 
consideration statistically. On the basis of all this, I am of the opinion 
that due to the changes in actual situation and the reduced velocity of 
currency circulation, the question of the “warning line” should be set at, 
al: 6 ratio. 
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FINANCE MINISTRY'S REGULATIONS ON SETTLING ACCOUNTS 


jing CAIWU YU KUAIJI [FINANCE AND ACCOUNTING] in Chinese No 11, 20 Nov 84 
7-20 


[Article: Finance Ministry's "Regulations for Reviewing Year End Accounts 
State-Run Enterprises" ] 


[Text] In order to do a good job at editing [4882 1399] the vear end final 
accounts of state-run industrial enterprises in 1984, on the basis of th 
orginial regulations from 1983, and based on "Methods for State-Run Enter- 
prises to Carry Uut the Second Step of the Substitution of Tax Payment for 
Profit Delivery on a Trial Basis" and Cost Management Regulations for State- 
Run Enterprises” and other relevant regulations that have been approved b: 
the State Council, the Ministry of Finance drew up “Regulations for Reviewing 
the Year End Accounts of State-Run Industrial Enterprises in 1984" and 
“Acounting Chart for the Basic Depreciation Funds that State-Run Enterprises 
Must Turn Over to the Central Government in 1984." The Ministry of Finance 
requires that all departments and regions quickly deploy all their subordinat: 
enterprises to implement these regulations. The entire text follows: 


In order to complete the work of reviewing the year end accounts of state-run 
industrial enterprises in 1984, we must use the following regulations in 
particular: 


First, we must strengthen the leadership of work in reviewing final accounts. 
The year end accounts of state-run industrial enterprises are a comprehensive 
reflection of all the economic activity of an enterprise, are an integral 
part of the state's final accounts and are also an important basis for 
drawing up economic policies. Competently reviewing the year end accounts o! 
enterprises and correctly reflecting the circumstances for implementing the 
substitution of tax payment for profit delivery and the problems that exist 
in the management results of enterprises are extremely important for promoting 
enterprises to consolidate and improve their management and administration, 
for raising the quality of enterprises and for enhancing economic results. 
Thus, the responsible departments of enterprises and financial department 


it all levels must strengthen leadership and earnestly pay attention to wort 
in reviewing vear end accounts. Thev must place this work on the agenda 

the dav, strictly abide by all of the state's financial and economic policies 
and the regulations of auditing systems, and they must earnestly « plete thr 


task of reviewing final accounts. Responsible financial department 











departments and responsible departments of enterprises and banks must be 
closely coordinated at all levels and vive full play to the roles of tax 
specialists, financial personnel stationed at factories and the vast number 
ot tinancial and accounting personnel. The responsible departments of enter- 
prises and tax departments at all levels must strictly inspect the final 
accounts ot enterprises, discover the problems, quickly solve them so as to 
ensure the quality of the final accounts and promptly report the results to 
higher authorities. 





Second, we must pay attention to doing a good job at checking property at the 
end of the year and at auditing accounts. Before the end of the vear, all 
enterprises (including enterprises that have closed down or suspended 
operation) must organize a certain amount of their resources, arrange a 
certain amount of their time and carry out a comprehensive inspection of 
ill ot their fixed assets, floating assets and special assets. We must 
especially pay attention to carrying out an inspection of large amounts of 
raw and processed materials and products for which accounts often do not 
correspond to reality. Property and materials outside of accounts must all 
be entered in the accounts, accounts must correspond to reality, accounts 
must correspond to charts and the accounts must correspond to the accounts. 


With regard to checking the profits and losses of floating assets, we must 

ascertain the reasons, and according to the approved limits of authority, and 
ifter examining, verifying and approving, we must readjust the cost according 
to the amount left over after deducting the compensatiun irom the responsible 


people. 
All savings and loans of enterprises must be checked with banks. 


All running tunds that enterprises receive and pay or temporarily receive and 
pay must be checked with the relevant units or individuals. All funds that 
mus.t be recalled must be promptly put in order and recalled; all funds that 
must be repaid must be promptly repaid. Bad accounts and losses must be 
verified in writing by the responsible departments, financial organizations, 
courts or other relevant units of the enterprise in debt, must be investigated 
by the enterprise's responsible departments and must be entered into the 

costs after the financial organizations at the same level have verified and 
cancelled the losses. 


Enterprises must as much as possible complete thejr final annual accounts 
for problems discovered while checking property and putting accounts into 
order and must promptly make the adjustments. Responsible departments of 
enterprises and tax departments at all levels must assist enterprises with 
this work. The circumstances for investigating the property of enterprises 
must be explained in the financial circumstances explanation. 


Third, we must strictly and earnestly deal with enterprises’ property losses. 
Enterprises that incur losses with fixed assets, liquid assets or special 
issets must check the totals, find out the reasons and promptly take care ot! 
the problem. Losses that need to be cancelled after verification, according 
to stipulated procedures and limits of authority and after being examined, 








verified and approved, should be entered into the final accounts of the year 
according to the regulations of the accounting system. 


Losses trom the lowered prices of electronics products and steel products 
which enterprises put in storage and discarded as useless before the end of 
1980 are categorized as floating capital and should be cancelled according 
to each enterprise's proportion of freely floating capital and bank loans at 
the end of 1980. Floating capital losses from other problems left over from 
before the end of 1980 should be cancelled after verification from freely 
floating capital allocated by the state. Losses created by capital construc- 
tion, technological measures or other projects must be cancelled after 
veritication of the funds earned in each project and must not reduce the 
freely floating capital allocated by the state. We must differentiate 
between different circumstances and individually handle enterprises’ losses 
incurred after 1 January 1981 fro: cutting the prices of overstocked goods 
using floating capital. As for lusses created by inept management and 
administration and other subjective problems, besides for the compensation 
from the responsible people, the rest of the responsibility for these losses 
must be assumed by enterprises from what is leftover after their taxes. 
Banks must assume responsibility for economic losses created by unsuitable 
bank loans. Industrial enterprises should list losses created by objective 
factors as production costs, and materials enterprises and supply and 
marketing enterprises should list these losses as expenditures outside of 
business. Industrial enterprises that have already listed these losses as 
expenditures outside of business before "Regulations for the Cost Management 
of State-Run Enterprises Regulations" was issued need not make a readjustment. 


Any discovery of graft and embezzlement must be dealt with seriously, and the 
property and capital taken away through graft and embezzlement must be recov- 
ered. Losses created by grave bureaucracy must also be strictly and seriously 
dealt with. 


Fourth, we must earnestly check the product costs of enterprises. Enterprises 
must resolutely implement the state's "Cost Management Regulations for State- 
Run Enterprises" as well as its detailed rules and regulations. While 
auditing the year end accounts, enterprises must check product quality, 
consumption of raw and processed materials, wages and expenses. We must 
correctly calculate the cost of every type of product, end product, zaichanpin 
[0961 3934 0756], and self-produced semi-finished products as well as the 
product sales factory cost. We must strictly forbid indiscriminate price 
squeezing and taking a share, and none of this should be listed as an expen- 
diture in the cost of a product and must be eliminated from the cost. 


The materials consumed during production must be calculated according to 
their actual costs, and if enterprises that use planned pricing to calculate 
their costs do not differentiate according to the state's calculations and 
share the costs of materials, they must make the correction. Projects 
sharing expenses [1769 2382 6316] must be implemented according to the 
reculations of an accounting system. When there is a difference between 

the amount of expenses that the enterprises plan to raise and the actual 
mount, they must quickly adjust their standard for the anticipated increase. 
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Costs are usually reduced at the end of the year for expenses that have risen 
too much, and the extra amount should not be retained. Extra amounts that 
must be retained because of special circumstances should be explained in 
accounting report forms and financial manuals, and they will become effective 
after being inspected and approved by the enterprise's departments. We must 
strictly forbid the exploitation of shared expenses, anticipating increases 
and the distribution of materials cost increases and artificial and empty 
profits and losses. 


Fifth, we must correctly calculate enterprises’ profits and losses. On the 
basis of checking sales revenue, sales taxes, sales costs, sales expenses 
and revenue and non-business expenditures, we must check further into the 
profits and losses of enterprises. 


According to the stipulations of Document 67 issued by the State Council in 
1984, the income that enterprises realize from products that they sell them- 
selves and the income from using floating prices and negotiated prices must 
be considered as the income of enterprises from product sales, and they must 
pay taxes according to regulations and cannot retain profits beyond what is 


permitted by the state. 


Income from price increases in accord with state regulations (for example, 
raising prices for railroad and water transport, raising prices for phosphate 
fertilizer, compound fertilizer, potash fertilizer and urea, raising prices 
for ammonium nitrate and diesel, etc.) and income from illegally raising 
prices must be completely handed over to the state's finances in accord with 
the Ministry of Finance's Notice 136 in Financial Forecast Letter No. 84, 


and enterprises cannot plan on retaining profits. 


Starting 1 October 1984, the income from higher cigarette prices must also 
be paid in a commodity tax in accord with regulations, and price increase 
subsidies from tobacco and subsidies trom name-brand cigarettes which 
orginially made up the revenue from higher prices must also be cancelled. 


All non-business expenditures by enterprises must come under the category 

of the Ministry of Finance's expenditures, and those enterprises with expen- 
ditures that have not been approved by the Ministry of Finance should not 
establish additional projects, expand the scope of expenditures or raise the 
criteria for expenditures. 


We must strictly inspect sales expenses, and any expenditure that has nothing 
to do with sales expenses must not be listed as a sales expense. Any enter- 
prise that apportions expenses without authorization in violation of the 


State Council's regulations must be redressed. 


Sixth, we must calculate in strict accordance with state regulations the 
total amount of taxes that enterprises must pay, and must also figure the 
inccme tax, regulatory tax and profits that enterprises must turn over. 


When calculating the total amount of taxes that an enterprise must pay, the 
profits that jointly-run units divide and the subsidized revenue from 
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mandatory quotas should be added to the profit ilized by an enterprise. 


In accord with state regulations, factors that at leducted from profits are 
confined to: profits that are distributed ¢ intiv-run units; profits fron 
losses that have been approved and made up f1 the previous year; capital 
construction loans and special technical lon: ) ire repaid using newly 
increased profits after loan projects have |. t inte production accordin 
to workers’ welfare funds and bonus funds whi. re drawn trom at the time 
when loans are repaid, the net profits and losse iven to enterprises fron 
products when they administer the “three wastes,” and the profits that must 
be given to enterprises from paying off capit struction loans in advance; 
the profits that must be given to enterpris: T rding to state regulations 
from processing and assembling imported materials; and other specially 
retained protits as stipulated by the State Council and Ministry of Finance. 
Enterprises should not establish projects that have not been approved by the 
state. 


Enterprises are implementing the second step of the substitution of tax pay- 
ment tor profit delivery in the fourtl rarter 1984. In implementing the 


second step of the substitution of tax payments for profit delivery, enter- 
prises that have to pay more or less tax ecause of readjustments in the 
product tax rate, raised tax rates, busins tax rate as well as the new 
resources tax being levied must correspondin readjust their total protits 
for 1984. In calculating the total amount taxes that must be paid for the 


entire year based on the total profits atter the readjustment, eaterprises 
must calculate the income tax, the adiusted tox and the profits chat must be 
turned over to the state. Profitable enterprises that pay more taxes as a 
result of the readjusted tax rates and the new tuxes being levied can deduct 
in full the adjusted tax and profits that they must pay, and if this is not 
enough of a deduction, they can deduct their income tax; enterprises operating 
at a loss can increase in full the lcsses that they must make up. In paying 
fewer taxes, enterprises operating at a protit correspondingly increase the 
adjusted tax and profits they hand over to the state, and enterprises 
operating at a loss must correspondingly reduce the losses that they must 
make up. 


In the fourth quarter, herance the income trom the increased tobacco prices 
of state-run tobacco enterprises is paid in th orm of a commodities tax 
according to regulations, the enterprises do not then have to hand over their 
special tobacco profits, and at the same time, pro!ftits that are increased or 


decreased as a result of cancelling subsidics on higher tobacco prices and 
subsidies on name-brand cigarettes are also handled according to the afore- 
eo 


mentioned regulations. 


With regard to enterprises implementing the method of handing over profits, 

if the base is fairly low or the changing tax rate does not greatly effect 
profits, the amount of taxes handed over in the tourth quarter does not adjust 
the amount of taxes that must be paid in 1954; i! the effect is great, the 
ippropriate readjustments can be made aiter the approval is received from 
financial and economic departments. 


Enterprises using many different loans to carry out construction projects 


must carry out an inspection at the year end auditing. For example, if we 
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discover that a project that is being carried out has no production value and 
will be unable to produce the anticipated economic results after being put 
into production, we must promptly take measures to remedy this problem and 
avoid creating even greater losses. Both parties to the loan must assume 
economic responsibility for projects that do not realize economic resu!t;. 
Enterprises in paying back different special loans must act in strict 
accordance with state regulations and must pay back the loans from the newly 
increased profits earned after the loan project is put into production. The 
total amount of profits from repaying loans and the total amount of the 
workers’ welfare fund and bonus fund which is drawn according to a ratified 
proportion based on the profits for paying back the loan cannot exceed the 
newly increased profits that the loan project has earned after going into 
production. If this amount is exceeded, then the enterprises must make up 
the difference by drawing from the two funds. 


According to the regulations for repaying loans by drawing from the welfare 
and bonus funds of workers, we must calculate the amount to be drawn from 
these funds based on one-quarter of the amount repaid during the entire year. 
At the same time, Regulation 16 in Financial Change Letter No. 83 concerning 
repaying retained profits must be abolished. 


Seventh, the enterprises’ profits after income taxes must be paid in light 

of the responsibility of finance departments at all levels according to the 
method of the substitution of tax payment for profit delivery, and the 
progressively increasing proportion, the quota handed in, the fixed proportion 
or adjusted tax rate calculates the amount handed over, and this cannot 
arbitrarily be changed. 


Eighth, we must strictly control and inspect savings withdrawals. Everv 
savings withdrawal must be approved by a finance department. Losses by 
enterprises operating at a loss must be strictly inspected according to 
Regulation 62 issued by the State Council in 1984. We must carry out quota 
subsidies and control for losses of a policy nature, we will not subsidize 
losses that are exceeded and will split losses that are reduced. New enter- 
prises that are operating at a loss or newly increased losses of old enter- 
prises operating at a loss should not be allowed to be made up except under 
special circumstances when approved by the Ministry of Finance, the State 
Economic Commission and people'e government from provinces, autonomous 
regions and from municipalities directly under the Central Government 
according to enterprises’ subordinate relationships. Any enterprise with 
management losses that turn the losses into profits within a stipulated 
period, must check the current year's subsidized losses and continue to use 
the current year's subsidized losses. Allocations of subsidies for losses 
will cease fur enterprises that are unable to reverse losses. 


The losses incurred by profitable enterprises that are already implementing 
the substitution of tax payment for profit delivery will not be made up. 
Large and medium-sized enterprises implementing the method of handing over 
adjusted taxes and a fixed proportion will make up their losses from next 
year's profits. Enterprises implementing other methods must make up their 
losses using their special funds. 
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Other different subsidies and withdrawals of funds must be handled according 
to the criteria, scope and procedures for examination and approval stipulated 
by the state. 


Ninth, we must square and check the funds allocated to budgets. Enterprises 
must pay promptly and in full their income tax, adjusted tax, the profits of 
the budget, fixed assets fees, floating assets fees, depreciation fund, etc. 
No unit or department should fall behind in payment and misappropriate and 
cut off funds. According to state regulations, an overdue penalty must be 
charged to enterprises that are behind in turning over their taxes and 
profits. Enterprises that evade and resist taxes and cut off profits must 
be punished according to regulations. 


In the first nine months of 1984, the special cigarette profits which had to 
be paid but were not yet paid to the central government (calculated after 
deducting the subsidies from raised tobacco prices and subsidies for name- 
brand cigarettes that had to be subsidized but were not yet subsidized) and 
the basic depreciation fund which enterprises had to pay to the central 
government by the end of 1984 (including the previous year) were all paid to 
the national treasury on the spot according to regulations. 


Profits, income tax, adjusted tax, fixed assets fees, floating assets fees 
and depreciation funds that enterprises have already paid the budget and 
losses that have been made up and quota subsidies that have already been 
received must be checked when added in and withd. iwn and must be checked with 
the state treasury and tax departments, and after the enterprises, the state 
treasury and tax departments sign off, a report must be made of the final 
accounts. All economic departments of the State Council must collect the 
bills of subordinate enterprises and report them to the Ministry of Finance. 


Financial departments at all levels at the same time as compiling final 
accounts must settle the accounts for the basic depreciation fund paid to 
state finances, fill in "Chart for Closing Accounts for the Basic Depreciation 
Fund that Enterprises Pay to the Central Government," and level by level 
report the year's accounts to higher authorities. 


Tenth, we must do a good job at reviewing the financial situation explanation. 
The financial situation explanation is a component of the report of the final 
accounts. All enterprises and the responsible departments and financial 
departments of enterprises at all levels must edit their financial situation 
explanations and submit their final account report forms all together. 


The main substance of financial situation explanations includes: the 
situation of the completion of all financial and economic criteria as well 

as analysis of the previous year's increases and decreases; an analysis of 

the economic results from the substitution of tax payment for profit delivery 
(including lowered costs and reversing losses); the taxes paid from profits; 
the profits retained by enterprises and the use and repayment of all different 


types of special funds. 


The financial situation explanation of responsible departments and financial 
departments at all levels also explains the reasons why the figures for the 
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final account from the beginning of the present year are different than the 
end-of-year figure from the final accounts of the previous year, and these 
differences include: the number of enterprises collected, the state's fixed 
and tloating assets, all special funds, all special loans, profits that have 
not been paid, losses that have been made up more, circulation funds that 
have yet to be paid, etc. The reasons why the budget allocations and the 
total in the state treasury are reflected differently in final accounts must 
also be explained one by one in detail. 


Financial situation explanations also explain improvements in the auditing 
work of enterprises over the year, problems that exist and suggestions for 
improving economic results. 


Eleventh, we must complete the work of auditing the final accounts of enter- 
prises. Betore drawing up final accounts, enterprises must fully complete 

all kinds of preparatory work and draw up a final account in strict accordance 
with these regulations and the regulations of the auditing system. The final 
account must be examined, signed and stamped by the enterprise leadership, 

the head accountant and the responsible people of financial departments. 


Special tax personnel and financial personnel stationed at factories must 
urge and help enterprises do a good job at reviewing their final accounts and 
must carry out a preliminary on-the-spot check. When problems concerning the 
payment of taxes are found in the preliminary checks of tax departments and a 
dispute arises between the taxpayers and the tax organization, taxes must 
first be paid according to the determination of the tax organization, and the 
matter will later be investigated and reconsidered by a higher tax organiza- 
tion. The higher-level tax organization must make a reply within thirty days 
of the date of the application. Any other tax problem must promptly be 
pointed out to the enterprise and both sides should try as hard as possible 
to reach a concensus. If a concensus is not reached, when profits are being 
handed over, both sides must attach comments concerning the disputed problem 
and submit them to higher-level financial departments along with the enter- 
prise's final accounts for examination and approval. 


Twelfth, we must employ strict financial and economic discipline. Responsible 
departments of enterprises at all levels and financial and economic depart- 
ments must strengthen financial supervision and inspection, discover cases of 
indiscriminately forcing up costs and indiscriminately entering non-business 
expenditures, drawing on the retained profits of enterprises, cutting off 
profits and other behavior that violates financial and economic discipline, 
and they must strictly deal with this according to the state's relevant 
regulations. 


Materials enterprises, supply and marketing enterprises, communications 
enterprises, public urban enterprises, etc., can refer to these regulations 
for auditing their annual accounts. 


Each region and department based on these regulations can integrate specific 
circumstances and draw up detailed rules and regulations. 
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Remarks: 


1. The amount drawn during the current year means the amount drawn during 
the current year by all state-run industrial and communications enter- 
prises. 

2. The amount from approved special cases that are exempt from paying means 
the amount from special cases that have been exempted by the State 
Council or the Ministry of Finance. 

3. The amount from using depreciation funds to pay back bank loans means the 
total amount to be repaid after deducting the bank loans that county-run 
enterprises, enterprises above the prefecture and municipal level that 
have less than | million yuan in fixed assets and small military indus- 
trial enterprises repay using depreciation funds. 

4. The amount that new enterprises must pay indicates enterprises that have 
been in existance no more than three years from the day they were checked 
and accepted to go into production and brought this in line with the 
budget (including large production shops and sub-factories that have been 
newly built and expanded). Of this, 48 percent of the basic depreciation 
funds drawn from the fixed assets from domestic investment is paid to the 
central government; and 54 percent of the basic depreciation funds drawn 
from importing large construction projects is paid to the central govern- 
ment. 

>. The relationships of the line numbers in this chart are as follows: 
line 2 + line 3 = line 13; 12 + 13 = 11 
1 - 4 = 10 
ll + 14 - 15 = 16 
5+6+7+8 +9 


li 
4~ 


CSO: 4006/292 
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JPRS- CEA- 85-03] 
25 March 1985 


FINANCE AND BANKING 


BRIEFS 


TREASURY BONDS--According to statistics of the Ministry of Finance, the task 
of treasury bonds issuance for 1984 has been overfulfilled by the end of 
November. The total amount came to 4.114 billion yuan overfulfilling the 
annual plan by 2.9 percent. Among this: Various units throughout the country 
pruchased 2.02 billion yuan and the urban and rural people purchased 2.094 
billion yuan. Beijing ranked best in fulfilling the task by overfulfilling 
9.6 percent, Henan province, Tianjin municipality and Jiangxi province came 
in second. The central enterprises and business units and government organs 
and groups purchased treasury bonds in the amount of 680 million yuan, overful 
the annual plan by 19.4 percent. The Ministry of Ordance overfulfilled by 
69.8 percent topping all others and directly subordinate organs of the CPC 
Central Committee overfulfilled by 30 percent. [Text] [Beijing BEIJING 
RIBAO in Chinese 133 Dec 84, p 1] 12662 


CUSHION INFLATIONARY EFFECTS--The Canton Municipal Government paid about 124 
million yuan to cushion its two million city dwellers against inflation last 
year. The vice-chairman of the Office of Canton Suburbs’ Foreign Affairs and 
Overseas Chinese Affairs, Mr Deng Yetian, said the move ensured that people 
were not hit by rising prices. Food coupons were no longer needed, but prices 
are rising and the cost of meat has increased by 10 to 20 percent, he said. 
Because of this the municipal government began measures to "compensate" resi- 
dents. [From "South China Beat" Column] [Text] [Hong Kong SOUTH CHINA 


MORNING POST in English 1 Mar 85 p 8 HK] 


CSO: 4020/136 
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JPRS- CEA- 85-03] 
25 March 1985 


ENERGY 


ELECTRICAL POWER SUPPLY NEEDS, POTENTIAL SURVEYED 
Frankfurt/Main ATOM+STROM in German Nov/Dec 84 pp 166-167 


/Article by Walter M. Lehmann: “Supply of Electric Power for The 
People's Republic of China Needs To Catch Up"/ 


/Text/ On the occasion of the 10th “Energy” workshop, held under 
the auspices of the Rheinisch-Westfaelische Elektrizitaetswerk (RWE) 
/Rhine-Westphalian Electric Power Plant/ in Darmstadt at tle 


beginning of November, experts from France, Belgium, the People’ 
Republic of China, the United States, South Korea, India, Thailand, 
the USSR, Japan and the Federal Republic of Germany reported on the 


state of electric energy supply in their countries. Also discussed 
were economic, technical, and policy matters related to energy. 


In the course of this international event, Zhang Zhiping--chiet 
engineer of the Northwest China electric power distribution region 
within the Ministry of Water Resources and Electric Power--Beijing, 
discussed the large power distribution networks in China and 
policies relating to the further expansion of the power supply 
system. His remakrs made it clear that the developing trend toward 
economic liberalism has contributed significantly to the extensive 
new tasks which face the management of China's electric power. In 
this context, the stability of the electric power distribution 
networks has become a matter of special concern. 


Zhang Zhiping first presented some basic information on energy supply 
within his country according to which the average yearly growth of 
electric power production between 1949 and 1983 was a little more 
than 14 percent. The average increase in energy demand is about 10.6 
percent and the average increase in the gross industrial and 
agricultural production about 9.3 percent. The total installed 
capacity at the end of 1983 was 76,440 megawatt. Hydraulic power 
generated 31.6 percent and thermal power plants, most of them 
coal-fired, 68.4 percent. 


The total length of Chinese high-voltage lines of at least 220 kv 


is 35,680 km. Most of these are 220 kv lines. The 500 kv and 330 kv 
lines account for 1,115 km and 1,086 km respectively. At this time, 
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China has 22 grid systems of wi 1% networks transmit re than 
1,000 megawatts. Six of these net ks provide re 1al service 

and extend over several provinces. r that reason, t! ire calle 
trans-provincial grid networks; the ire alsx ‘ t rtant 
power networks in the People’s Republi China. The installed 
production capacity of the regional stems istitutes 64 percent 
of the total production capacity. W and 330 } ines as we 

as @ighty-nine 220 kv lines are part of these si which are 
extremely important to the electricai in tr Wd to the entir« 
economy. 

According to Zhang Zhiping, the northeastern electrical system, 

with an installed capacity ot 10.1 ,gigawatts, has one 50U kv line 
(as one system) and several] 200 kv lines as well as a transformer 
system. The north China network, which also includes the ital 

of Beijing, also has a 500 kv line and several 220 kv lines at its 
disposal. All high-voltage lines t e east China electrical 
system are 220 kv. A relatively large number »UU Kv iines are 
planned for the central electrical system; at present, two lines 
are switched to 200 kv. The total instalied capacity of this 
network is 0.6 gigawatt, furnished by one large lrowlectris 

and one thermal power plant. the north-western electrical syste 

has one 330 kv and 220 kv lines at its disposal. It i ied ¢ 

the southwestern system through a long-distance 220 | jine which 
was only installed in 1984. he largest hydroelectric power plant 
currently at China's disposal also belongs to this region. It i 
characterisitic of the Chinese crid tem that ny lines 7 

long distances are constructed as lim ith one system, 

Zhang 7hiping mentioned that plans for the turther expansi ft 
electric power supply are based on t explcitetion of water er 
for the time being. In this n t, he referred to a publishe« 
statement of the deputy prime inister which asxed that the 
potential water power of 676 p,igawatt tilized and that better 
use of these reserves be given a te prioritt At this time only 
24 gigawatts are generated throu roe.iectric power. ie 
Significant water power reserve ar ated on the upper and 
central reaches of the Yangtse River and on other large rivers. The 
large tivers contain two-thirds t potential water power which 
is the reason why efforts will neentrated there first. These 
appear to be long-rangs pl ins whi PAL with Cin truction over 
the “next 20 years” of some lar, vdro tri wer plants. The 
next projects contemplated ar: rer plant with a acpacity of 1,/00 
megawatts, three additional power plant ith capacitis i, 300 
to 20,000 megawatts as well as adciti 1 t piant th varvin 
capacities. 

At this time, thermal power plant: nerat« large are t tin 
electric power supply, /8 percent of Cie ire vl-tir installatior 
In this area, China wants to c entrat t he nstruction of lara 








installations fired with fossil fuels. Areas in which the mined 
coal can be channeled directly into the production of electricity 
have priority. Three or four larger plants are to be built in 
Datong with a total installed capacity of about 10,000 megawatts. 
Other power plants are planned in various other locations whose 
combined total capacity will exceed 1,000 megawatts. 


Zhang Zhiping also mentioned that China has developing nuclear power 
plants. However, nuclear power does not have priority in view of the 
extensive supply of coal. The coastal provinces are primarily 
considered for the construction of nuclear power plants. The 
"Chinese Government and the Chinese peorle’ know that nuclear power 
plants are a secure and useful sou: .« of energy and, therfore, no 
one is opposed to using them But China does not have enough capital 
to purchase or construct such installations. For that reason only 
a few nuclear power plants are being considered. There are plans 

to build a large nuclear power plant, based on the water pressure 
model, first in the province of Kwantung with a capacity of 1,600 
megawatt. Nuclear power plants are to be built later in the eastern 
and northeastern provinces. Since these regions will experience 
strong development in the future, a high demand of energy can be 
expected. 


An important aspect of Chinese energy policy is expressed by the 
demand to expedite the expansion of the power grids. In this 
connection, Zhang Zhiping noted that the length of the high-voltage 
lines was not quite adequate for the production capacity and that 
the ratio between the two would have to be improved. This is 
planned for the 1990's. In addition, because of the unequal 
distribution of the large centers of consumption, the unequal 
production capacities of the country are to be appropriately 
corrected. At this time, transmission occurs more or less from 

the west to the east. 


Of the total water power potential which--as mentioned above--amounts 
to 676 gigawatts, 70 percent are in the southwestern region, 22 
percent in the northwestern and central regions of China. Only a few 


percent are located in the coastal provinces. Of the coal reserves, which 
are estimated at 650 gigatons, 60 percent are in the province of Shansi, 


in Datong and in Inner Mongolia; an additional 24 percent are in the 
northwestern region. This means that energy resources are primarily 
concentrated in the western part of the country, while the coastal 
regions consume 70 percent of the energy supply. In this connection, 
the speaker once again commented on the stability of the Chinese 
networks, which are critical for the further expansion of electric 
energy supply, and also to the ratio between the length of the 
transmission lines and power generated. 
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In terms of size, China is one of the largest countries in the world. 
Sut the ratio between its productive capacity to area is much smaller 
than in most industrial countries, despite its high total capacity of 
generating power. It is apparent from Table 1 that the ratio P./A 

is very high for Japan and the West-european countries but much 
smaller for the developing countries of China and Brazil. The ratio 
P./A is therefore an indication that great distances have to be 
bridged in the transmission of electric energy. 


Zhang Zhiping illustrated this point by using the average length 
in km of the 330 and 500 kv lines in China as an example and 
comparing it with the United States: 








330 kv 500 kv Year 
China 136 262 1983 
United States 108 108 1976 


Table 1 also shows the length of the lines in kilometers for the 
specific voltage levels for the countries listed. Ly, staads fer the 
corresponding total length cf the 220 kv lines with equa, 

commitment of capital. The following table shows the ratio of 
capital invested for each kilometer of line for the specified 
voltage levels to the capital expenditure for 220 kv lines: 


Voltage level 220 kv 275 kv 330 kv 400 kv 300 kv 705 kv 
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Ratio l 1.3 1.6 2.4 3.4 iP 


It can also b . from Table 1 that L,/P,, or the corresponding 
length of high-voltage lines for each megawatt of production 
capacity, moves at about the same order of magnitude for China as 
in the industrial countries listed. However, P,/A is much smaller 
for China than for the Western countries. Chinese distribution 
networks are thereby shown to have had a relatively weak expansion 
with rather broad criteria for operational reliability. This is 
reflected by the fact that, for the time being, all 330 and 500 kv 
lines in China are lines with one system and that the very large 
northeastern power distribution system (P, = 9.34 gw in 1983) as 
well as the eastern network (P, = 10.63 gw in 1983) are still being 
operated at the voltage level of 220 kv which is too low. 


Since the transmission distances are extraordinarily long in the 
People's Republic of China, the network systems have a lower capacity 
than those in Western Europe or in the United States. For that reason 
the Ministry of Water Resources and Electric Power has issued 
corresponding criteria for stabilization which are based on three 
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concepts: 1) to maintain stability without loss of output during 
brief ground contact for one phase and through emergency lines 
during longer periods of ground contact for both phases, 2) measures 
for maintaining stability in cases of two- and three-phased 
malfunctions; 3) to avoid loss of power in the entire network, 

the output should be cut back or a certain loss of output should 

be accepted. These criteria were adopted to avoid excessively large 
investments for the construction of the lines. Research and 
development efforts are also underway in this area. 


China is currently building additional high-voltage lines. In the 
fall of 1984 500 kv lines were installed over a distance ot 270 km 

and construction was started for 5,000 additional kilometers. 
Planning for power supply provides that individual power plants 

will be connected to Shanghai 500 kv lines. Additional 500 kv lines 
are to follow. For the northwest region a connection to the electric 
power system through 500 kv lines, and lines with even higher voltages, 
are to be established. Also contemplated are appropriate safety 
systems and automated systems as part of the list of measures for 
stabilizing the six large distribution networks. A "stability control 
system" has already been created tor the northwestern electric power 
system which responds to @& converter voltage changes, recognizes 
changes in frequency and indicates when the system has reached its 
stability limits or when there is a load reduction. Malfunctions 

are thereby discovered before they develop into serious operational 
problems. 


The discussion which followed Zhang Zhipiny's discourse brought out 
a number of additional facts which will be presented here in the 
order of the questions: Electric power is available in most Chinese 
households but not in the remote regions such as Tibet or Inner 
Mongolia. A national interlocking electric system is being planned 
which is to be completed in the 1990's. According to plan, the 
installed capacity will be about 20U gigawatt by the turn of the 
century which is four times as high as in 1980. The planned nuclear 
power plant will be built by the People's Republic of China with 
technical and financial support of developed countries. Power loss 
through the lines is a little more than eight percent of the total 
output. The quality of supply still leaves something to be desired; 
it should be improved, however, despite tne difficulties connected 
therewith. The frequency is 50 hz * hz and it is relatively easy 
to keep it constant. There are differences of opinion about proposals 
to install lines in excess of 500 kv with alternating current; many 


experts believe that 750 and 1,000 kv lines will be built in the 
future even though the required technology is very complicated. 


Because of the differences in opinion, no decisions have been made 
as yet. Use of 500 kv alternating current lines will continue tor 
"a long time" but direct current lines are planned for lines which 


will connect individual systems. Coal-fired power plants will 
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continue to generate the major share of electric power, e 
future, because the capital investment per unit of installed 

capacity is considerably lower than for hydroelectric and nuclear 
power plants. The pollution provlem has not been solved so tar. In 
this area China still needs to catch up. China is able to build 
generator systems with a total capacity of 300 megawatts. Certain 
technical components for Larger systems will be imported from 
industrial countries. For instance, many many power transmission 
systems come from Western Europe, tue United States or Canada. China 
is planning to build systems ot 500 kv or more herself; however, at 
this time the demand is far yreater than the ability to produce. 


> 


Both the speech and the ensuing discussion attempted to clarity the 
complicated subject of China's electric energy supply. It was 


appreciated that no attempt was made here, either in the speech or 


the ensuing discussion, to ignore weaknesses of Chinese energy supply 
or to leave questions unanswered. This is one more indication of 
change in the People's Republic of China which has exhibited a 
carefully handled societal liberalization and an opening to the West. 








MINERAL RESOURCES 


BRIEFS 


HUBEI SILVER MINING--Recently, the Hubei Metallurgical Industrial General 
Corporation has reached an agreement with the China Nonferrous Industrial 
General Corporation and Yunyang county to jointly construct the Hubei silver 
mine (the Yindonggou silver and gold mine in Zhushan county). Hubei silver 
mine is one of the three largest silver mines in China at present which was 
discovered in the course of prospecting. This mine has a large mineral 
deposit with high-grade ores. It is easy to extract and dress, the 
technical process is simple and the economic results are good. It is 
estimated that upon completion in 1987, this mine can extract and dress 

400 tons of ores daily and produce 24 tons of silver and 7,000 liang of 
gold annually. [Text] [Wuhan HUBEI RIBAO in Chinese 23 Dec 84 p 1] 12662 


ZINC MINE BEING DEVELOPED--Lanzhou, 6 March (XINHUA)--China's largest lead and 
zinc mine in Gansu Province is now under construction. The infrastructure has 
already been completed and an ore-dressing factory is in the last stages ol 
construction. The opencast Changba lead and zinc mine, located in the Longnan 
mountain area, contains mainly zinc deposits. It has verified reserves of more 
than 45 million tons. The mine is under the joint management of the Gansu 
provincial government and the China National Nonferrous Metals Industry Corpor- 
ation. The Northwest China Lead and Zinc Smelting Works in Lanzhou, capital of 
Gansu Province, is now in the planning stage. Upon completion, it will have an 
annual production capacity of 150,000 tons using the lead and zinc from Che 
Changba mine. [Text] [0W060953 Beijing XINHUA in English 0911 GMT 6 Mar 85] 
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INDUSTRY 


ENERGY-SAVING PRODUCTS IN PRC MACHINE INDUSTRY 
Beijing JINGJ! DIAOCHA [ECONOMIC SURVEY] in Chinese No 2, Jan 83 pp 34-42 


[Article by Yan Qiushi [0917 3061 1395]: “Investigation of the Production 
of Energy-Saving Products in the Machine Industry" ] 


[Text] The machine industry is the equipping branch of the national economy, 
also the sector that provides equipment for and renders services to the 
development of energy sources and energy conservation. The machine industry 
provides equipment for all the various stages in the development of coal, 
petroleum, electric power and of new sources of energy (their opening up, 
processing, handling, transportation, storage, etc.). The products of the 
machine industry have, therefore, a direct impact on the available variety 

of products, the capacity for their development and their quality. When 

in use, all kinds of machinery and electrical products consume energy to 
varying degrees over long periods of time. The efficiency of these products 
and the degree to which they consume energy has an important bearing on 
whether the various branches of the national economy consume large quantities 
of energy or whether they are economical in their consumption of energy. 

Due to the fact that energy is being consumed in all manufacturing processes, 
there is also a great potential for energy conservation here in the machine 
industry itself. 


In the following we shall principally present suggestions for the renovation 
of old products of the machine industry, particularly in so far as relevant 
to energy conservation (including renovation of energy-saving equipment for 
social uses and for transportation) and focus on the development of new 
products of relevance to energy conservation. 


I. The Present Situation and Its Shortcomings 
A. General Appraisal 


In the 30-odd years of construction, the machine industry has provided the 
various sectors of our national economy with large quantities of technical 
equipment. Of all equipment now being used throughout the country, 74 
percent of the present machinery in all power generation installations, 

80 percent of all motor vehicles and 94 percent of our present machine tools 
were all manufactured in China. As to large-scale construction projects, 
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for instance the almost 20,000 items of equipment at the Automobile 

Factory No 2, 99 percent are manufactured domestically, and some of these 
items of equipment are of a very high quality, as, for instance, a cvlindri- 
cal drawbench and an automatic crankshaft balancing line, items that have 
been highly praised by foreign specialists. Domestic manufacturers have 
also provided all the equipment at the Panzhihua Joint Steel Enterprise; 
tested in 5 years of production, this equipment has performed very well. 


However, generally speaking, compared with the advanced equipment manufactured 
abroad, domestically produced machinery is about 20 years behind in its tech- 
nological level. According to 1979 statistics, out of the 26,000 items of 
products that can be manufactured within the system of enterprises under the 
first Ministry of Machine-Building, 60 percent are of the technological level 
of the 1950's, 35 percent of the level of the 1960's and only 5 percent are 
of the level of the 1970's. Although the industries under the First Ministry 
of Machine-Building have built up a certain capacity, the technological level 
ot their products and the level of manufacturing techniques as well as their 
management organization are all still inadequate to meet the needs of the 
four modernizations. 


B. Specific Shortcomings in the Energy Consumption of Machines 


fo assess the advanced or backward nature of equipment provided by the 
machine industry, we must measure--focusing here on the industries under the 
First Ministry of Machine-Building--whether the performance, available 
varieties and quantities are sufficient to meet all needs, whether the items 
are well coordinated to form complete sets, whether items can be speedily 
delivered and whether the supply of spare parts and technical servicing can 
keep up with needs. For the assessment of a specific item of equipment, we 
must carry out a comprehensive examination of its efficiency, its consumption 
and costs. In all these respects, we find shortcomings, the most outstanding 
of these being the high consumption of energy and low effictency of the 
machines, as we shall show in the following examples: 


|. Equipment for Thermal Power Plants 


[In 1979, the entire energy consumption of domestically manufactured power 
generating equipment in thermal power plants converted to standard coal was 
17 percent of the total nationwide energy consumption. Coal consumption for 
the generation of electricity in domestically manufactured units of 6,000 or 
more kW capacity was 475 gram per kWh, compared to 120 gram per kWh in 
Japan, the reasons being: 


first, the composition of our thermal generating units is backward; the medium 
voltage units of less than 25,000 kW capacity per single unit now account for 
about 28 percent of the total capacity, and the coal consumption of these 
units is over 550 gram per kWh. Besides, at the end of 1979, the 100,000, 
125,000 and 200,000 kW units manufactured in China will consume about 1.9 
million tons of coal per year in excess, if compared with the technological 
standards for such units produced abroad (for a comparison of coal consumption 
in domestic and foreign thermal electric power generating units, see Table 1). 
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the “Liberation” brand cars can save about 7 percent in gasoline consumption. 
However, since our cars are mostly models of the 1940's and 1950's, they are 
very far behind the levels of foreign products. Gasoline consumption of 
domestically produced cars is generally 3 to 26 percent higher than in foreign 
cars of similar type tfor a comparison of the main models with foreign cars, 


sec Table i 


In 1979, there were 1.92 million motor vehicles in China, of which 1.58 
million had been manufactured in China, and among these the seven main models 
accounted for 78 percent. Their total annual consumption of gasoline is 

6.28 million tons ot gasoline, or 67 percent of the total nationwide consump- 
tion of gasoline. Their annual consumption of diesel oil is 5,000 tons, or 
0.03 percent of the total nationwide consumption of diesel oil. Because of 
their higher consumption of gasoline compared with foreign cars, the domestic 
motor vehicles consume an excess of 1.23 million tons of gasoline every year. 


4. Medium and Small Electric Motors 


The medium and small electric motors that are presently being produced in 
China (the JO2 series) had been officially standardized and put into produc- 
tion in 1966. In their design, economies in the use of copper and of silicon 
steel plates was particularly emphasized at that time, so that their starting 
torque was lower than in similar foreign motors, as was the power of these 
motors. Users were forced to use a more powerful auxiliary motor to get 

them started, but once started, they proved to be quite powerful; people used 
to say, "large horse pulling small cart." For instance, some milling 
machines needed only 5.5 kW motors, but had to get a 7.5 kW motor as auxiliary 
equipment to start up. 


5. Industrial Pumps, Air Blowers 


LEfieiency is generally 5 to 10 percent below that of the foreign products. 

In 1979, power consumption of all industrial pumps throughout China was 

about 23.5 billion kWh, accounting for 8.5 percent of all electricity pro- 
duced nationwide. The excess of electric power used every year, which can be 
attributed to the low efficiency of the pumps is about 1.1 to 2.3 billion kWh. 
In 1979 all air blowers throughout China consumed about 15.9 billion kWh, 
which amounted to 5.7 percent of the entire electric power produced nationwide, 
in which about 800 million to 1.6 billion kWh were in excess due to low 
efficiency. 


The discrepancies compared to advanced technological levels in foreign coun- 
tries was even greater in the energy consumption figures concerning complete 


sets of installations manufactured in China. 


C. An Analysis ot the Reasons tor These Discrepancies 


There are a variety of reasons for the high energy consumption of our engineer- 
ing products. 








First, backwardness in scientific research, lack of a technological reser- 
voir, weaknesses in our testing methods. 


During the First 5-Year Plan, we used to import everything, from the single 
products to whole factories, to achieve a speedy construction of China's 
machine industry. However, because we lacked our own practical experience 
at the start, this method of importing and using complete sets engendered in 
us, unconsciously, a wrong attitude, the main aspect of which was that we 
did not fully realize the importance of strengthening our own scientific 
research and designing work and thorough testing methods, thus neglecting 
these types of work. 


In our arrangements during the planning stage, we would often first fix 

the construction project, then give thought to the development of the new 
product and only at the end determine items for scientific research, which 
was really putting the cart before the horse. In the case of many important 
products, there was often not enough time given to scientific research and 
experimentation and not enough necessary testing done before the products 
were put into production and operation. Many problems then propped up, 
making it necessary to turn back and try to "debug" the defects. The 
state's method of evaluation was also only focusing on output values, ton- 
nages, and total kWh's, encouraging merely the achievement of greater produc- 
tion capacities, one-sidedly pursuing quantitative norms and neglecting the 
improvement of the technological level. In investments and operations, con- 
sideration was often given only to building factories and procuring equip- 
ment, without showing interest in scientific research. Whenever expenditure 
had to be cut down, it was often the laboratories that were cut down, or 
even the testing processes of the factories or the maintenance of factory 
buildings. Especially during the 10 years of turmoil, scientific research 
suffered seriously, and a whole 10 years of opportunity for technological 
developments and for the building up of a technological reservoir was lost. 


In the designing of products we are basically still in a kind of experimental 
stage. In most cases we follow foreign blueprints or models, adding here, 
reducing there, enlarging here, shortening there, but without any independent 
designing on the basis of our own experiments. During the trial production 
of many large items of manufacture and their initial operations, it was not 
possible to evaluate certain components or the operation of the entire 
machinery because of deficient means of inspection and testing. For 
instance, our factories still cannot carry out performance tests of air 
blowers on power plant boilers of 50,000 or more kW. Furthermore, in foreign 
countries the road tests of motor vehicles can be conducted on platforms 
within the laboratory, which requires little time and space to evaluate 
scientifically the gasoline consumption, noise, vibrations and wear and tear 
factors. In China we can only obtain these data by actually driving the cars 
for months and years all over the country. All this has an adverse effect 

on efforts to quickly improve the quality of our products. 


Second, backwardness of equipment and techniques. 


131 








a) The structural composition of our equipment is outdated. As to our 
machine tools, we generally find them in large numbers, but few of them are 
high-precision and high-efficiency tools of a specialized nature. Common 
lathes for rough finishing make up 43 percent of the total machine tools in 
Operation, while this figure is only 25 percent in the industrially developed 
countries. High-precision grinding machines make up 19 percent in China, 

but 22 and more percent in the United States, France and the |RG. Our pro- 
ductivity in the manufacture of equipment is, therefore, low and materials 
consumption high (our utilization rate of steel materials is only 65 percent, 
while it is 75 to 80 percent abroad; this is, of course, related to deficien- 
cies in quality, standards and varieties of the domestically produced steel 
materials themselves). Especially machine tools manufactured during the 10 
years of turmoil and those manufactured by factories of people's communes in 
certain counties, amounting to over half of all present machine tools, are 
mostly of bad quality. b) Machine tools now in operation have been workiny 
for excessivelv long periods of time, witnout timely replacements. “ey 
enterprises established during the First 5-Year Plan and operating since 
then, have generally been using their equipment for the last 20 years, and 
the precision of such equipment has deteriorated greatly, making it diffi- 
cult to ensure good quality in their products. Among the machine tools in 
use for 10 or more years, only 32.5 percent are still of fairly yood quality. 
c) Shortages, little use of noncutting techniques and technologies, and con- 
siderable backwardness in heat treatment and surface protection technologies 
that would ensure a long life for components and parts. d) Low technological 
level of personnel, technical personnel making up only 5 percent of the 

total working force. Over one-half of the young workers entering the tactor- 
ies since 1970 generally lack basic technical training. 


Third, much duplication in construction and low productivity. In the pre- 
ceding periods, some localities did not care whether there was a real need 
tor their procucts, and regardless of whether basic technological conditions 
existed, blincly started up machine factories. They produced large quanti- 
ties of machinery at a high rate of consumption and of bad quality, some 
breaking down in actual operations. Since the state instituted the reconstruc- 
tion of boilers in 1972, the production of low-efficiency small boilers in 

a number of state-operated enterprises was gradually stopped, but the produc- 
tion brigade enterprises in the communes, on the contrary, undertood large- 
scale above-quota production. Although almost 60,000 boilers of less than 

50 percent thermal efficiency had been reconstructed, 60,000 new boilers of 
low thermal efficiency have been manufactured in the last few years. 
Currently, apart from some 100-odd specialized boiler factories, there are 
still large numbers of other factories all over the country that manufac- 
ture boilers. In the four provinces of Henan, Shandong, Liaoning and Jilin, 
there are over 400 factories that manufacture small boilers. In 1979, 
boilers of a total of 13,000 steam tons have been produced, generally of a 
thermal efficiency of only around 40 percent. In 1978, !08 accidents of 
boiler explosions occurred, and in 101 of these cases, the boilers involved 
had not been manufactured by specialized boiler factories. 


Fourth, errocs and many reversals in policies on technological equipment and 
fuel have also adversely affected the development of our machinery production. 





During the readjustment period of the 1960's, the state studied and deter- 

mined a policy on technological equipment. The machine industrv made every 
etfort to implement that policy, strengthened scientific research and manu- 
factured such items as a complete 50,000-ton synthetic ammonia installation, 
a l-million-ton oil retining installation, precision machine tools and nine 
further large installations, and also established a certain technological 

reservoir. Ihe gap between the technological level of many machine products 


(such as precision machine tools) and those of the advanced countries of 
that time was quickly narrowing and outstanding successes were achieved. 


however, looking back over the last 30-odd years, China committed many 
errors in its policies on technological equipment and also frequently 
changed its policies, which inevitaoly had an adverse effect on the develop- 
ment oi engineering products and on improving their quality. For instance, 
One ot the principal reasons for the high coal consumption in our thermal 
iting plants is the irrational proportions in the composition of 
uur power generating installations: the preponderance of small units. This, 
» is related to the guiding policy that prevailed in China for a considera- 
ole length of time, namely, the emphasis on the combined development of 
large, medium and small plants, giving priority to the medium and small 
plants and tne lopsided development of such medium and small plants. Of 
course, all technologies require a process of development, the problem in the 
case of China was merely that action could not be taken in good time to carry 
Out necessary and adequate adjustments and improvements in its policies. In 
the Soviet Union, tor example, coal consumption for thermal power generation 
during the 10 years trom 1965 to 1975 dropped from 414 grams to 340 grams per 


One of its major measures was the development of large generating 
units and the dismantling of many inetficient small plants. In the mentioned 
rs, tne proportion of large generating units of over 150,000 kW in- 
creased trom 39.35 to 67.25 percent, and the proportion of medium and small 
units dropped trom 56.5 te 30.68 percent. Other countries are now also giving 
Dreference to the development of large generating units. In 1979, generating 
inits in the lnited States of over 200,000 kW capacity per single unit 


accounted for 60 percent of all thermal power generating units, in Japan for 

79.9% percent, and the situation in England was quite similar. In China, 

the development of large-scale units was only begun in the later years of 

the 1960's, with the first 200,000 kW unit going into operation in December 

1972. However, since we never had anything like a technological reservoir 

in the tield of large-unit development and the state invested little in 

scientific research, the development from single units of 100,000 kW capacity 
units of 200,000 and 300,000 kW capacity took 9 years, and we still do 

not possess production capability for larger lots of the 200,000 and 300,000 

KW type of power generating units. Currently, large units of 200,000 kW or 

larger capacity account for only 13.6 percent of China's total capacity, and an 

adjustment of this proportion is urgently required. China now needs large 

generating units, but in the first place lacks the technological reservoir, 

and, secondly, is slow in creating capability for the production in larger 

lots, so that there is no other alternative left to the use departments but to 


import such units from abroad. 
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To improve the fuel 


soO-Ca ] led 


ceramics for electrical use, valves and analvtical 
cond category of products, thos: 
but are not items of widespread 
is smelting installations, 
inery, heavy forging presses, 
third category of 
and are used on a widespread s 
as motor vehicles, industrial 
compressors, 
welding machines, electric 
third category are tound in al] 
qguantities, much used throughout 
or energy savings. 
consumption o! 
of total annual 
for 90 percent of total 
consumption of electric 
yrtant relevance to energy 
priority consideration to energy savings 
primarily focus our efforts at 


illing mill 


electri. 


>, 
> 


power plant boilers, water 
rm ichines, 
The products of 


’ 
ate & 
ormer 
industrie: 
le t ‘ 
irding 


Ate? 


consumpt ion and 
is, 
rvati 


t he se 


developmental 
renovation of 

They must be replaced 
efficiency, which could save 
However, this would require 
tunds needed for the 
measures we should designat. 
issue them permits. 
less than 50 percent e! 
New industrial zones 
supply svstems. 


and 


tons. 


finding 


botlers 
prohibited. 
joint 


is suggested to institute a system whereby tuel 


‘ OT ye 


" ‘ 


designated coal mines according to 


and renovation of thermal 
attention to the 


and medium units, 


ana 





installations must focus on 
large and medium units. 
First, to give priority in future supplies 
to give priority during the Sixth 5-Year Plan 
large-scale supplies to power generating units of 200,000 kW, and 
manufacture on a trial basis and 
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large-scale supplies to 200,000 
amount also to supplies to 600,000 kW generating units. 
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ting units of mediu ind low voltage within our large pover network. 


Oiler efficiency requires the purning of high-quality coal and 
7" lw proportion o shed coal, which, therefore, would require 
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tv, raise their service lifespan, raise the level of automatic 
» and at the same time tirmly take in hand the development and indus- 
testing of coal-wa ng insta itions of 3 million tons per vear 
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venerated throughout China is equivatent to 20 million tons of standard 
coal, but it is little used and offers a large potential tor energy, 
conservation. The melting furnace at the Hangzhou Glass Co discharges 
60,000 m of 500-degree-temperature smoke and steam every hour. To utilize 
is escaping heat, the said factory last year invested 400,000 yuan and 
added 3 boilers. This is mving 3,000 tons” of gasoline per year and allowed 
the plant to recover its investment within 1 year. It also reduced environ- 
1 poliution. Recovery and utilization of large quantities of surplus 


the reduction of environmental pollution is also possible by the 
installation of equipment for the recovery of energy trom smoke and steam 


neat and 


on other installations used for sucn technological processes as the produc- 
tion ot electrical energy from surplus voltage at blast furnaces, heating 
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in the coking process, oil refining and proc -sses of the chemical industry. 


»9. Raising the etficiency of equipment for the exploitation of energy 
sources. Currently, China is manufacturing a number of items of equipment 
of energy-source technology that are less efficient than those of foreign 
countries. Taking hydroelectric installations as example, the rotating 
wheels of mixed-tlow hydraulic turbines of toreign makes have an efficiency 
of 93 to 95 percent and repairs of damage due to cavitation is needed only 
after 5 or more vears. In domestically manufactured turbine wheels the 
efficiency is 90 to 92 percent and large repairs due to cavitation are re- 


quired every 2£ to 5 years. fo raise efficiency we must restructure the tur- 


bine blades, the turbine housing, the shape of the water-exit pipe and 
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raise tne efficiency of the flow sections. Renovation of all other enery 
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penerating equipment 1s aiso to De stepped up. 

B. Specific Steps for Future acti 


There is a large number and great variety of products of the engineering 
industry, and their applications are widespread. We must achieve our 
ibfjective of energy conservation by stages and in groups according to 
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where 1-2 ton industrial boilers have to be replaced, existing products of 
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60 percent efficiency standards can immediately be organized tor production 


We must resolutely take up the supply ot high-pressure heaters for all ther- 
mal power generating units. Une power generating unit of 200,900 kw capa- 
‘itv will ymsume 15,000 tons of standard il more every year and generate 
100 million kWh less, if it is not equipped with a high pressure heater. 








Instruments and meters as tools for measuring, testing, analyzing and tor 
various control processes are of direct service to the development and 
conservation of energy sources. If instruments and meters are installed 
that can measure, analyze and test energy sources, we can obtain reliable 
evidence to measure the values involved and exact figures on economies 
achieved in our work of energy conservation. We shall then be able to fix 
norms for energy consumption, measure consumption separately for each user, 
arrange an overall equitable balance, discover the weak links in our energy 
conservation and promptly decide on measures of energy economy. This shows 
that strengthening our measurement methods and increasing the supply of 
instruments and meters will play an important role in improving our control 
of the sources of energy and in the actual conduct of energy conservation. 
As to the three types of meters used by the general public (for electricity, 
water and gas), we must continuously expand their production and supplies 
under the intensified guidance of the plan. We must also coordinate our 
technological reforms in all industries and trades, in line with our need 
for efficient management of our energy sources, with the energetic production 
of measuring and analyzing instruments and meters. Besides, all industries 
and trades concerned with machines and electrical devices that generally 
use meters should organize a contingent to work particularly for energy con- 
servation, to be charged with personal visits and with 

technological reforms that have energy conservation at their core in such 
industries as the metallurgical, chemical engineering, petroleum, sugar 
refining, glass and paper manufacturing and cotton spinning industries. 


giving assistance to 


We must exert efforts to imprceve manufacturing techniques, so as to raise 
the energy conservation characteristics of our products. For instance, in 
the case of air blowers and water pumps, the improvement of finishing and 
casting technologies and improved precision and smooth finish of the flow 
channels can raise efficiency by 2.5 percent. We must sum up experiences 
and gradually spread all technical knowledge for widest application. 
xnegarding products that have undergone improvements in design within th 

last 2 vears, and that have been put into production on atrial basis, we must 
pay close attention to their evaluation and, if appraised suitable, have them 
put into production. We must furthermore determine that after a production 
for a certain number of years, the production of old types of a product must 
De stopped. 


Second, products that involve complicated technologies, that require assimi- 
lating and mastering imported technologies, or products of a kind that are 
presently nonexistent in China and for which research and production is only 
now being started, are to be scheduled for effective results around 1985. 

For instance, the complete remodeling of the "Liberation" brand motorcar 

and the starting up of the production of 6-ton diesel cars must be accom- 
plished in coordination with the technological reforms at Automobile Plant No 
| and the importation of technologies. A 10 percent improved efficiency ot! 
air blowers and water pumps, thus attaining the technical level of West Ger- 
man products, still requires a developmental process, but with hard wor! 
be accomplished by 1983 or 1984. 
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Certain products must be actively developed with due consideration for 
China's national conditions. For instance, in the case of industrial] 
boilers, we must develop a type of boiler--currently nonexistent--for 
bituminous coal, burning 3,/00 to 4,700 calories per kilo. We must improve 
the present types of boilers that burn high-quality coal and those that burn 
coal of low calorific value, to raise thermal efficiency by about 2 percent 
over the present level. Furthermore, to respond to local needs for heat 
supply, we must develop hot water boilers of large capacity. 


< 


Third, certain large-scale complete sets of equipment, such as power gener- 
ating equipment of 300,000 and 600,000 kW, require a lengthy period of 
development. We must now start with their development so as to be able to 
realize the various objectives of energy conservation during the period of 
the Seventh 5-Year Plan. 


IIL. Suggestions and Practical Measures 


A. Development of Energy Saving Products Requires Strengthening of Planning 
and Guidance. It is suggested that the Planning Commission, the Economic 
Commission and the Engineering Commission jointly with the Ministry of 
Communications, the Ministry of Electric Power, the Ministry of Chemical 
Industry, the Ministry of Metallurgical Industry, the Ministry of Coal 
Industry and the First Ministry of Machine-Building organize the study and 
draw up plans for the renovation and reconstruction of installations used 

in large quantities on a widespread scale and of a high energy-consuming 
nature in the various industries and trades of which they are in charge (such 
plans to include determination of times, key points, scales, quantitative 
data, rate of progress and methods to solve the financial problems). Thev 
should also restudy and redetermine depreciation and renewal cycles to 

enable appropriate arrangements for production. It is suggested that the 
departments concerned coordinate the long-term and immediate needs for energy 
conservation and development of energy sources and draw up as early as 
possible a policy regarding technological equipment, so that the work of 
scientific research, experimental manufacture and the accumulation of a 
technological reservoir will proceed as required and could be started as 

soon as possible. 


B. Scientific Research Must Precede the Development of Energy Saving 
Products. We must strengthen basic technological research, especially sveed 
up the development of basic technological and theoretical research in the 
fields of structural strength, vibration, noise, friction and wear and tear, 
and also in such fields as lubrication, combustion, etc. We must study and 
promote such new techniques and theories of planning and designing as the 
finite element method, analytical procedures for large common structures, the 
science of the breaking strength of materials, etc., in order to raise the 
quality of our equipment and technologies, and furthermore to establish and 
strengthen our accumulated technological reservoir. ‘We must make energy con- 
servation one of the important tasks in the structure of our scientific 
research and planning, adequately adjust the proportionate investments of the 
state, increase funds for scientific research, build up a certain number of 
testing and experimenting centers, and fully equip several factory-connected 
laboratories at key factories. 
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DEVELOPMENT OF SHAANXI TEXTILE INDUSTRY REVIEWED 
Xi'an SHAANXI RIBAO in Chinese 22 Aug 84 p 2 
(Article: "Textile Industry Has Rapidly Developed In the Past 35 Years"'] 


[Text] The famous 800 li of Qinchuan is one of China's principal cotton- 
producing regions, but on the eve of Liberation there were only 5 cotton 
textile mills in the whole province and large quantities of cotton had 

to be shipped to other provinces. 


During the 35 years since Liberation, earth-shaking changes have taken 

place in Shaanxi's cotton industry. From 1949 to 1966, 14 large and 
medium-sized cotton enterprises and a large number of small ones were 
successively built and began production in Xi'an and Xianyang. The rapid 
pace and high efficiency were unprecedented in the nationwide textile trade. 
At the same time, we have strengthened production management, established 

a system of regulations for the management of a complete set of production 
techniques, popularized advanced experience such as the Hao Jiangxiu [6787 
1696 4423] work method and fostered the famous advanced group on the national 


re 


textile front--the ''Zhao Mengtao [6392 1125 2711] group". 


At the same time when we concentrated our energy in building a number o! kev 
enterprises, various prefectures, cities and counties also suit measures to 
local conditions and paid particular attention to active development of almost 
100 various types of small enterprises in knitting, yarn-dyed fabric, wool 
spinning, hemp textile, printing and dyeing, replacement parts and equipment 
and materials, filling the gaps in our province in order to increase the 
designs and varieties and making contributions to fulfill market needs. 


In recent years, in order to further satisfy the consumption needs of the 
broad masses of people in towns and rural areas for textile goods and the 
need to expand export, we have centered around the development of chemical 
fiber textile knit goods, broad fabric, new designs and varieties and have 
comprehensively conducted technical transformation of old mills. At the 

same time when we adopted advanced technology and equipment inside China, we 
have imported advanced equipment of the 1970's from abroad including complete 
sets of open-end spinning equipment, spray looms, broad medium-length textile 
woollen fabric dyeing and warping lines, polyester-cotton fabric dveing and 














warping lines, warp knitting machines, circular weft machines and woollen 
knitting machines. We have readjusted the structure of products, increased 
the quantity of medium-length textile woollen fabric, low-stretch fabric, 
chemical fiber warp-knitted and weft-knitted bedding material as well as 
various decorative fabric and other new products, accelerating the pace of 
development of Shaanxi's textile industry and achieving good economic 
results. During the 5 years from 1979 to 1983, we used 800 million yuan 

of fixed asset provided by the state for production and management, generated 
a total output value of 11 billion yuan and hanced over 2.33 billion yuan in 
taxes and profits to the state. In other words, for each 100 million yuan 

of fixed assets we handed over 290 million yuan in taxes and profits to the 
state in a 5-year period. The total output value of Shaanxi's textile 
industry in 1983 increased by 50 folds over that in 1949. We have accumulated 
a total o* almost 8 billion yuan in construction fund for the state and the 
total export value of textile industrial goods constitutes two-thirds of the 
provincial total. 


CSO: 4005/126 
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SHANGHAT'S OBJECTIVES IN DEVELOPING TERTIARY INDUSTRY 


Development of various types of engineering contracting companies 
ind companies supplying complete sets of equipment. The Joint Interior Decora- 
tion Contracting Company recently organized by the Municipal Handicraft Bureau 
| of this nature. The designing institutes of the textile, metal- 

roic and chemical industries, building construction companies and machine- 


ldin compan « s should unite with each other to organize engineering con- 
tracti panies to serve factories in Shanghai and other parts of the coun- 
trv in technical transformation. 


information and technical consultation service companies. 
‘Municipal Office of Defense Science and Technology has formed a company 
which offers consultative services on the application and development of de- 
| lence and technology. The Textile Industry Bureau plans to muster the 
statistical personnel of organizations under the bureau to form an information 
rvice mpany based on the Textile Society's technical information office. 





‘stablishment of a Shanghai Industrial Technological Development Center 
eraties on a business basis. The center will offer consultative ser- 


sing on product development from results of scientific research, 
ry kev products, specialization and coordination, development of 
ries, linking scientific research with production, import, assimila- 


na innovation of technology, joint ventures and operations, and so forth. 


ff complete sets of equipment and services for an individual factory 
for a specific product or production line. 








RTS, CROWTH OF TERTIARY INDUSTRY 


Xian SHAANXI RIBAO in Chinese 6 Dec S54 9 


[Text] The concept of tertiary industr is Mentioned tor t first tir 
British economist (Fishei, in his boo! The Conflict » Ss rit 

Progress" published in 1935. It was generally accepted : estern 

tries after World War Il. 


Generally the three industries are ditferentiats | rdi t t | rr tion 
between production and the natural world. Primar industt Pers f 


ments which get products directly from t natural r] , in I, 

ture, forestry, animal husbandry, fishery and mining. § nda ind 

refers to processing industries which us roduct f primary industt 
materials, including manufacturing, power, eas, iterwol Wn uildin 
struction. Tertiary industry refers to all department lic] thr rimat 
and secondary industries, including public utiliti: (nowel ; ; 
transportation, post and telecommunications, etc.), | incfal and insur 
businesses (banking, trust, rental and insurance busin es), co re (whole- 
sale, retail, real estate. storage, etc.), machinery repair in int 

(auto repairs, parking lots, etc.). service trad Cth tering trade, tels, 
barber's, bathhouses, beauty parlors, tourism, Cue lture, ed t i : 
scientific research and public health, Oofessionals (leeal affairs, oa untine, 


journalism, information, advertisine, t llin : entific t lologe 
ical information). and so forth. 


In the developed capitalist countries, more and more people are engaged in ter- 
tiary industry work. The rise and srowth of the tertiary industry reflect 
constantly rising level of the material and spiritual deman ykind. In 
the past our economy was divided into "material production d rtments” and 
“nonmaterial production departments," whi 7. lifferent ft the oa lass- 
ification of three industries. Recently t ter f tertiary { t1 

tioned more frequently, referring also to 1 rvi t 1 


12802 
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COTTON=SELLING DIFFICULTIES--The problem of cotton-selling difficultie: 
guite prominent in some aieas and cotton tarmers must sometimes lin 
several days in order to sell their cotton. [The causes of "cotton- 
difficulties" are very complex anc completely solving this problem 

Iso be very difficult. But the carrying out of irrational stipulations 

e places and the fixing of grades and prices according to selling times 

zravated “cotton-selling difficulty" contradictions and should be con- 

ieusly solved. The author understands that some procurement units do 
isider the particular quality of cach batch of cotton but tix its grad 
ince according to the time it will be sold; i.e., that sold in the early 


il] be rade-1, that sold in the intermediate stage will be vrade-2 
mat sold in the late stage will be grade-3. This causes turmoil in the 


ft cotton farmers and makes them impatient to sell off their cotton at 
e and atraid that if thev do not, the grade will be reduced as time 
. The irrational phenomenon of good cotton being sold as poor quality 
ind poor quality as good has thus occurred. The quality of cotton is 
related to its mature period but its selling time is another matter. 
irmers have both busv and idle periods, some cotton is picked rast 
e slow, and there are both early and late selling times. Due to dit- 
es in soil tertility and management standards, there is both good and 


jualityv cotton even among that with the same mature period. We cer- 


cannot simply think that all which is sold early is definitely good 
ind all which is sold late is poor quality. It is hoped that con- 
units will conscientiously solve this problem, do a good job of cot- 


‘ocurement based strictly on the principle of determining grade and 


wccording to quality, not intensify “cotton-selling difficulty" con- 


tions, and neither use the state to sufier losses nor harm the inter- 
f cotton farmers. fext] [Jinan DAZHONG RIBAO in Chinese 10 Nov 8&4 
si} ‘ »/ 
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FOREIGN TRADE AND INVESTMENT 


DFCISION TO REFORM FOREIGN TRADE STRUCTURE UPIELD 


Beijing GUOJI MAOYI WFNTI [INTERNATIONAL TRADE JOURNAL] in Chinese No 6, 
[November-December] 1984 pp 14-15 


[Article by Li Si [7812 2488]: "A New Stage in the Peform of the Foreign 
Trade Structure" ] 


[Text] In June this year, the State Council approved the report submitted 
by the Ministry of Foreign Fconomic Relations and Trade on the views 
concerning the reform of the foreign trade structure. “his approval 
signifies a brand-new stage in this reform. 


Reform of the foreign trade structure is an important aspect of the economic 
restructuring in our country. The overall vision was formed gradually on 
the basis of a conscientious review of our foreign trade work in the past 
30 years, a comprehensive analysis of the experiments in structural reforms 
in the past several years, and the lessons drawn from foreign experiences 
in the same type of reform. Therefore, this vision is fairly realistic 

and practical. This reform will deal with the principal contradictions in 
the present foreign trade and will touch on such defects as the lack of 
separation between governmeat functions and enterprise management, the lac] 
of unity in responsibilities, rights and interests, the state's overal] 
responsibility for profits and losses, and "eating from the same pot." 

Such defects have not only stifled the initiative of the localities and 
enterprises nor hindered the implementation of the policv of opening to thie 
outside world and invigorating the economy at home, but also restricted the 
state's functions in foreign trade with adverse effects on its overall] 


planning, coordination and administration on a nationwide basis. Therefore, 
the separation of government functions from enterprise management is the | 
component in the current reform of the foreign trade structure. After this 


separation, there will be a distinct demarcation between the functions of 

the administrative organs and those of the enterprises in the activities 

of foreign trade administration and operation. On the one hand, it will 
strengthen the state's administration over foreipn trade, since the Ministry 
of Foreign Economic Relations and Trade can use the administrative and 
economic means at its disposal to exercise unified leadership and centralizec 
Management under specialized departments over foreign trade. A hichly 
centralized administrative organ of the state over foreign trade will 
guarantee the protection of the state's overall interests and united actic 
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toward foreigners in addition to protecting and bringine into plav the 
initiative at various quarters. On the other hand, all enterprises engapred 
in foreign trade will be free from the restrictions of departmental and 
regional barriers, and to become truly economic entities with independent 
accounting, responsibility for their own profits and losses, iadependent 
operational rights, and the combination of responsibilities, rights and 
interests. The foreign trade enterprises of various types with their new 
pressure as well as new motive power and vitality, and rapidly developing 
in of specialization and socialization, will serve as the 
bases for mobilizing the initiative at various quarters and enlivening the 
foreign trade. If we can exercise our control efficiently and effectively 
from the macroscopic viewpoint and open the country to the outside world 
and invigorate the economy at home from the microscopic viewpoint, and then 
let these two viewpoints supplement each other, we will certainly be able 
improve the economic res:tlts and help our foreign trade make even greater 
contributions to the four modernizations. 
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it has also been decided that the system of import and 
icv will pradually become the basic form of our foreign trade 
operations. <Atter the introduction of this svstem, the units for the 
profits and losses. This will be a complete reversal of exclusive handling 
of imports and exports by the foreign trade departments, when production 
and marketing could not come face to face with each other. The new system 
will help eliminate the bureaucratic style in foreign trade and set rirht 
the industrv-foreian trade relationship so that the economic interests of 
the export companies and the enterprises will become identical. They will 
then have a common concern for production and foreign trade pfrowth. 
ictice has proved that only through a true combination of foreign trade 

ind production can we truly solve the problem of production being divorced 
from marketing, mobilize the initiative of the production enterprises, 
improve the quality and increase the competitive power of the export 
commodities to meet the requirements of the international market. In 
imports, the consumers will be responsible for their own profits and losses, 
prices will be linked with the international market. This will 
ate economic accounting and encourage the use of home=-produced 
roods resulting in foreign exchange savints. After the introduction of 
the agencv svstem, except for those commodities transacted in huge lots and 
the complete plants, for the handling of which the state will designate 
the relevant companies, most commodities can he handled by the apents 

osen by the consumers themselves, while some enterprises with foreign 
trade privileges can even handle the transactions themselves. This will 
ead to competition among the foreign trade enterprises and such competition 
rill induce the foreign trade companies to improve their services to the 
production enterprises and the consumer units. They will also promote the 
ombination of industrv and foreign trade and of technology and foreign 
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trade and play a positive role in accelerating the development of our 
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FOREIGN TRADE AND INVESTMENT 


COUNTRIES PROVIDING ADVANCED TECHNOLOGY TO GET MOR! 


Beijing GUOJI MAOYI [ INTERTRADE ] in Chinese No 7 


[Interview with Department Chief of the Ministry o 
oft 


and Trade: "The Prospect of China's Development 


[Text ] 


This journal's correspondent has recently visited 


department chief of the Ministry of Foreign Economic Relat 


in connection with the question of China's development 0! 


trade with the various countries of the world. 


In the words of this department chief, the cpen doc 
implemented in China for development of technologic 
countries of the world, for enhancement of set progres 
Although 
fairly 


of economic construction, is a long-term policy. 
natural resources and plentiful in manpower, witli 


base and an advanced world level in some technolog 
with advanced 


still lags behind by and large as compared 
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Particularly noteworthy is the vast number of small and 
that are urgently in need of technological reforn. 


| 
4 


through technological trade, to draw in advance 


It is, 
techno] 


« 
equipment in order to speedily catch up with the world's 


revolution. Over the past years, the enterprises 
countries in the world have transferred to China 


technology or have sold to China some of their products at 
thus economically acquiring substantial benefits. oreov 
good intentions of going one step forward in developing ti 
firmly believe that the enterpreneurs of ail countries 
treasure business opportunities and enthusiastically deve 
trade with China. For this reason, technolozical trade { 
needs and common benefits has a very bright pros] of de 


To the questions raised by this journal's corr: 
+ 


department chief gave the subsequent answers. 


UESTION: hat are the principal fields 
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ANSWER: The tields of China's development of technological trade are very 
vast and wide. [In 1984, it was estimated that contacts in connection with 
1,000 projects would be established successively with enterprises of the 
various countries, and that business contracts tor those projects could be 
signed in a timely manner amidst competition. The principal fields are: 
energy exploitation and comprehensive utilization, including hydroelectric 
resources, coal, sea and land petroleum prospecting and exploiting; petro- 
chemical industry and fine chemicals industry, particularly high-potency and 
low-toxicity pesticides, engineering plastic products, production of compound 
fertilizers; smelting and manufacturing of high-quality alloy steel and 
Specialty steel; exploiting, smelting, and processing of nonferrous metal, 
as well as utilization of rare-earth elements; microelectronic technology 
and communication; machinery manufacturing; raw and processed materials 
industry, daily consumer goods industry, light and textile industries, foods 
industry, and household electrical appliances, etc. The major emphasis is 


import of applicable advanced technology and manufacturing skills. And to this 


must be added simultaneously a selective import of some complete sets of 
equipment, such as equipment for excavation of coal on a grand scale, nuclear 
power plants, broadcasting and communication facilities, high-tension power 


transmission and transformation equipment, etc. The above projects are largely 


projects for restructuring existing enterprises, with the exception of only a 
few new projects. 


QUESTION: What are the key patterns to be adopted for development of 
technological trade? 


ANSWER: The patterns for development of technological trade can be flexible 
and diversified. The pattern of permits governing patents or specialized 
technology commonly used in the world wili play a leading role. In addition, 
there are cooperative production, advice and consultation, technological 
service and many other patterns. Whatever be the patterns of development, 

we are all willing to accept them, as long as they bring economic benefits 

to both sides on the basis of equality and cooperation, 


QUESTION: What are China's policies for encouragement of technological 


ANSWER: China has already promulgated a patent law which will go into effect 
| April 1985, thereby legislatively solving the issue of protection of 
technology property rights. China is holding discussions with many countries 
on tax-revenue agreements and investment-protection agreements, thus 

creating favorable conditions for further development of technoloyica] 


trade. 


encourage development of technological trade, the state has provided the 
domestic technology-importing enterprises with a priority guarantee in the 
area of funding and with preferential treatment in the area of repaying 


‘ 


‘nterprise loans and paying taxes. The foreign enterprises that have 
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fees for special permis 
Certain advanced techno 
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means, for example, pro 


components, apparatus p: 


foreign enterprises whi 
business opportunities 
equality and mutual 


Foreign enterprises whic 


favorable conditions in 
technology. 


QUESTION: What are the 
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technologies to some developed countries. And many a technological field 
may have some advantages to the developing countries. The development in 
export ot technology, though just taking off, can be expected to achieve 
relatively substantial progress in the days to come. 


QUESTION: How is China running its technological trade? 


WER: China is a country of socialist planned economy, in which 
nological trade is incorporated into state plans. The provinces and 
municipalities which have been authorized to expand sovereignty in foreign 
economic relations and trade must also bow in obedience to the guidance of 
state plans. 


— «< 


tec 


Foreign exchange funds are arranged in compliance with state plans. Foreign 
exchange funds are used under the supervision and control of the General 
Administration of Exchange Control. 


The Ministry of Foreign Economic Relations and Trade is respensible for 
organizing technological trade and for coordinating and supervising its 
implementation. It represents the government in examining and approving 
technological trade contracts and in supervising the fulfillment of 
contracts. It is entrusted by the state with the task of drawing up 
legal documents relating to technological trade. 


12315 
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FOREIGN TRADE AND INVESTMENT 


IMPORTS FROM NORWAY DOUBLE IN 1984 
Oslo AFTENPOSTEN in Norwegian 28 Feb 85 p 18 
[Article by Gunnar Filseth: "China Exports Doubled to 579.3 Million Kroner'"'] 


[Text] Peking, 27 February--Norwegian exports to China are increasing 
substantially and showed an increase last year of over 100 percent. Peking's 
new reform measures open up more possibilities for exports but simultane- 
ously increase the competition, and new problems enter into the picture. 


Norwegian exports to China reached 579.3 million kroner last year--an 
increase of 101 percent over the previous year. In addition, there were 
sales of used ships worth 63.9 million kroner. If both categories are 
combined, the increase was 110 percent relative to 1983. 


Sales of iron and steel constitute the greatest advance: from 26.9 million 
kroner in 1983 to 144 million kroner--an increase of 434 nercent. In 
December alone, Norwegian Iron Works made deliveries worth 54 million 
kroner, according to the trade report for 1984 which now is available. 


Art objects are the largest Norwegian export item and sales show an increase 
from 55.8 to 168.6 million kroner. Exports of machinery, equipment and 
finished goods also have increased by 100 million kroner, or nearly 100 
percent. This includes, among other things, ship equipment, data processing 
equipment, communications equipment and machines for plastic production. 


A series of Norwegian businesses presently are negotiating for various 
types of cooperative projects with the Chinese, including among others, 
licensing and joint-production. Norsk Hydro is among the entities which 
are interested in expanding their China involvement; both the production of 
art objects in China and oil exploration off the coast are possibilities. 


China's "opening to the West,'"' which had a smal! breakthrough last year, 
now affords greater opportunities in the China market. At the same time, 
problems are as great as before, states export agent Bjorn Bjornsen in 


Peking. Under the new guidelines for decentralization of the economy, man. 
Chinese concerns now can enter into foreign contracts on their own. Pre- 
viously it was necessary to go through central authorities. This makes it 


more difficult than previously to obtain an overview of the possibilities 
which are available. 








Simultaneously, our competitors are now stronger than previously. The 
Western industrial countries and Japan are in the process of greatly in- 
creasing their efforts to obtain a portion of the new opportunities, 
Bjornsen states. 


Within the area of shipping, the Klaveness Group recently has signed a 
contract with China's nationalized shipping company for a pooling arrange- 
ment for a joint effort on offering services to other countries. Each of 
the parties will put two bulk container ships of the Panamax type in the 
66,000-ton dead weight category into the pool, but the cooperative venture 
has not yet commenced operations. 


This will be the first pooling agreement which the Chinese have enterred 
into with a Western shipping line. Other Norwegian shipping companies are 
in the process of negotiating similar arrangements. A series of Norwegian 
shippers presently are studying offers for participating in constructing 
ports in China--terminals for both loading and unloading. The Chinese 
prefer primarily Norwegian-Chinese projects involving joint investment and 
operation of the installations. The Norwegian shippers are seen as recover- 
ing their investments in the form of port fees. 


It does not appear from the Norwegian side that the first projects have 
been particularly attractive, but a series of additional ones presently are 
under evaluation. 
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FOREIGN TRADE AND INVESTMENT 


HONG KONG FIRM TO COSPONSOR AUTOMATION SEMLNAR 

OWO21612 Beijing XINHUA in English 1559 GMT 2 Mar 85 

[Text] Beijing, 2 Mar (XINHUA)--The China Instrument Society and Hong Kong's 
Edutec International Ltd will be the joint sponsors of an international seminar 
and exhibition dealing with office automation, in Beijing in September this vear. 


This was announced by Wang Dezhao, president of the Chinese Instrument Society, 
at a reception here tonight. 


He said the purpose of the seminar is to introduce to China advanced overseas 
1utomation systems and exhibit audio-visual equipment and various other ty): 

of computerised and automated office equipment used by higher-rank ng decision- 
making and general managers of Large enterprises. 


\lso, technical exchange sessions and lectures will be held on office automa- 
tion equipment, information system designing, telecommunication equipment 


ind data-processing systems. 


[he seminar and exhibition will play an important role in promoting the develop- 
ent of China's instruments industry, raising the automation level of offices 
ind promoting technical exchanges between China and other countries, Wan; 


tressed, 


He extended a warm welcome to foreign technicians and businessmen to participat: 


in the seminar and exhibition, and hold talks with their Chinese counterpart 
research and production of advanced ottice equipment. 


\lso present at the reception were 400 guests, including Zhao Mingsheng, vice- 
inister f the machine-building industrv, Zhang Jianmin, vice-mayor of 


v\lomatic otficials and foreign businessmen. 
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"tour separate's" in processing edible 


several kinds ot flour and have realized 
oil (eliminate color, smell, impurities and harmful matters); but our country 
nas only two kinds ot flour and not a single city can produce “tour separate's 


oil. Consequently, some farsighted entrepreneurs in Japan are very interested 


in developing Chinese and Japanese tood. 

lo this end, the Sino-Japanese Food Circulation and Development Committee 
recently called its tirst meeting in Tianjin at which a representative from 

the Japanese side conveyed a tour-point demand to committee members of the 
Japanese side from prominent Japanese entrepreneur Yoshihiro Inayama who is 
known as Japan's "economic prime minister": (1) upholding friendship first 
and engaging in sincere cooperation; (2) opposing the pure viewpoint of buy- 
ing and selling--enterprises which stressed only making money but not friend- 
ship should be expelled from the committee; (3) turther expanding this insti- 
tution; and (4) exerting efforts to make cooperation between both sides a 


success. 
Avoiding Unrealistic Importation, Reducing Duplications in Importation 


o develop the food industry taster, it is primarily necessary to rely on tech- 
nological progress, planning and technical transtormation by stages. Judging 
trom the actual conditions in our country, we must first of all push forward 
the technical transtormation of the basic raw material, import the necessary 
advanced technology and key equipment which still cannot be produced domestic- 
ally tor the time being and as soon as possible improve the process of increas- 
ing the varieties of flour, eliminating the washiny ot rice and purifying oil 


ind 


tat. 

Priorities should be established in order of importance and urgency in import- 
technologies and equipment to avoid unrealistic imports and reduce dupli- 

tions in imports to the greatest extent possible. The functions of the 

Sino-Japanese Food Circulation and Development Committee is to organize the 

commercialized food industries in various localities and make overall arrange- 

ments so as to achieve the best results in importing technologies and equip- 

ment. 


irthermore, importing equipment and technology should be done at the same time. 
While one-time contracts tor a single items should be avoided, a series oft 
long-term contracts has to be sivned. Beijing, Shanghai, Tianjin and Harbin 

ve all imported beancurdmaking machines trom Japan, with the exception of 
Shanghai, others cannot achieve normal production at present, the common cause 
heing that they have not imported the technology of manufacturing the coagulat- 


\t this meeting held in Tianjin, the Japanese side had slackened its attitude 


me it toward the issue o elling technology. Japan's techniques of pro- 
monosodium glutamate are advanced and superior in quality. In the past 
‘ only promised to sell us the entire set of equipment. This time, a 
esponsible person ot the Japanese Ajinomoto Corp indicated to Beijing Munici- 
ilitv that they are willing to provide the advanced technology to the Bei}ti 
1rme er ictor lian id ohanghai will also import from pan 








respectively two sets of fast trozen vegetable processing equipment with an 
annual productio capacity of 1,V00 tons and one 500-ton low-temperature ware- 
house together with the whole set of cechnology at the same time. 


Judging irom the whole situation, although our country's food industry is 
mparatively backward, we should not underestimate our own capabilities. 


T+ 


stiii have our own advantages. It we can use these advantages to get our 
products and techniques into the international market, we will be able to 
‘cumulate part of the funds needed for importing technology. 
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SUPPI LYING HEP TURBINES--On Wednesday, Kvaerner Brug signed the first 
n of a China contract worth 140 million kroner. This is the largest 
- export contract up to now which a Norwegian concern has had with 
Aside from the offshore field, it also is Kvaerner's largest foreign 


| many years. Kvaerner is to deliver, and to some extent, jointly 


produce four-150 megawatt turbines for one of China's largest hydroelectric 


The concern has received a subsidy of 10 million kroner from the 


Norwegian authorities. [Text] [Oslo AFTENPOSTEN in Norwegian 28 Feb 85 
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GIANS TRANSFER ANTI-FIRE TECHNOLOGY--China has signed an agreement for 
of Norwegian technology for its own production of so-called inert 
ystems--equipment for fighting fires and explosions on board tanker 
he agreement has been signed with Moss Rosenberg Shipbuilders. 
of parts from Norway can occur in connection with the production 
1. The agreement also includes training of Chinese personnel in 


Norway. rext |] [Oslo AFTENPOSTEN in Norwegian 28 Feb 85 p 18] 12578 
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c ) rember ot the same vear, the China Construction Engineering 
ion - ysurth director board meeting also in Shenzhen. In his 
eeting, Comrade Xiao Tong [5135 2717], Vice Minister of Urban 
l wtruction and Environmental Protection, pointed out: "The 
es Shenzhen in construction and development have many facets, but 
the deepest impression is the comprehensive development according 
: | - the city, the inviting and submitting of bids, the 
ion social supervision over the juality of work and the elimination 
the same pot" in the system of distribution in order to turn 
ing t e into an important industrv that is capable of absorbing 
cial inds and providinz huge accumulations, and is full of 
; re, successfull experiences have been gained in making bold 
i wivorating the building industry and in establishing a special 
the experiences in inviting and submitting construction bids 
iched lere Was the success shown? And how should the significance 
structi sids De assessed? This article will attempt to discuss 
c stem of Inviting Construction Bids 
é n sailing all along, and the system of inviting 
s in Shenzhen has li ise traversed a zigzag course. In 
; tr thorities decided that a special economic zone be 
; import toreign funds, advanced technologies and 
is re quickly, it was found necessary to create a 
’ r investments by foreign traders. Speed in capital 
; ss in Shenzhen. However, the same old 
mtrol was still used in the control of Shenzhen's 
; S$ management method has mary defects as mainly 
tion periods, the low proportion of completed 
: tion sts and the inferior quality. One of the 
; t ts was that th struction projects were assigned 
ses through a ministrative channels and competition 
. " 


suilding enterprises had their "iron rice bowls 
t. 86Tf ich iditions were not changed, how 
| the istruction of the special economic 


rnational mmercial Mansion that touched 
n capital construction 
rted in November 1980. At first, 
r this job. The construction 
Wa vuan (renminbi) per square meter and the 
! investors were unwilling to 
h their say in the matter, 
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Ordinary factory buildings, such as that -he Yinle Aerated int 


with an annual output of 3.3 million crates (24 bottles in on rate) and 
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that otf a concrete mixing plant of 150,000 cubic meters, were completed and 
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put into operation in + t / mMenths from the day of vgrounc reakLn?. 


3. Guaranteed quality. ihe contracts for construction bids clearly stipulate 
the qualityv standards, and fatlure to meet these standards will lead t 
penalties even to the extent that the work has te be done 2! ver lin. 
[In this event, the building unit will bear the St of mat ; 2 othe 
expenditures. This will induce the building units to impr thed lavement 
ind the q ality of work. In the past Cars, mone allo the { I 
© ellent wor! nanship, Jy percent of ther wi Te ontract iit i 
bidding recause of the ompetition in biddi. +, the enterpris« couraged 
to how tl es. not itin Nea iit ms \ + + oy »1y} . . th : : a fn 
STi Lite lt OMP € Y WTS Li) i ae ( hLanNc« ( i restive. 
these three factors hav ‘learlyv shown the economic benet its Nvitin 
construction bids. However, since th nomic benetits ot tlre t ny 
industry have to be passed on to other trades, we must, theretore, 
attention to the results ot: business operation when the projects have been 
completed and put into operation. Now, le us cite one example tor illustra- 
tion. The Yinle Aerated Water Plant ts iterprise of cooperative production 
between the Shenzhen Municipal Canned i} factory and the U.S. Pepsi Cola 
International Company, Ltd. The U.S. sive invested 56.4 million and tne plant 


had two production Lines: one for canning and the other for bottling. Con- 
struction of the plant started in August 1981 and was completed in lanuary 
1982. The entire construction period was onlv 5 months. in i982, the tetal 
industrial output value was 7.9 miilion vuan, and the output value per 

worker was 7),000 yuan. Je gained 4/0,000 vuan p.ofits and 700,000 vuan in 
taxes. In 1983, the total industrial output value was LI million vuan, th 
output value per worker was 98,000 yuan and we vained 540,009 in protits rod 

Ll million vuan in taxes. It is not difficult to see that these economi 


benefits were predicated on the early completion of capita! mstruction 
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Construction Biddine and Enterpris inavement 


,idding on contracts has brought prefoun interna in the terprises, 
promoted their comprehensive gern re rm, and improved their relationships 








in various aspects. The reason is that successful bids are predicated on 
shorter construction periods, lower construction costs and better work 
quality. Without reform, it will be hard to complete the work according to 
the quality standards stipulated in the contract. In other words, if they 
do not struggle for survival and development, they will be eliminated in the 
process of competition. 


For Youyi Mansion located in the Luohu district, the first stage of con- 
struction covered four tower buildings of 23-25 stories with a total floor 
space of 26,600 square meters. Guangdong No 4 Construction Company was the 
successful bidder. The construction period was 18 months for two of the 
buildings and 20 months for the remaining two. Later, in compliance with 
the investors’ requests, the construction periods were shortened to 15 and 
16 months respectively. In the past, it was impossible for the company to 
complete such an arduous task. In 1981, when it undertook the construction 
of a six-story residential building, and the volume of work was only one- 
tenth of the present one, it took 18 months to complete it. To make its 
bid competitive, it had to carry out some reform by reorganizing and 
strengthening the leading body, increasing the technical personnel, reducing 
the administrative personnel, and so forth. An important feature of the 
reform in enterprise management was the thorough implementation of the 
System of responsibility for economic contracts whereby the economi« 
benefits of the entire project were linked with the economic interests of 
each worker with "no ceiling or lower limit" on wages. These measures 
fully aroused the enthusiasm and creativity ot the broad masses of workers 
in production, and, as a result, the entire project was completed and handed 
over to be used 3 months ahead of schedule. Furthermore, the fine quality 
of work was highly praised by people in the building circles at home 

and abroad. 


According to the present situation, the significance of construction bidding 
as a means of reform is more deeply felt in other spheres. Its political 
Significance is even farther t2yond our imagination. 


Basic Methods of Construction Biddine 


The department in charge of munivipal capital construction is responsible 
for inviting construction bids for the Shenzhen Special Zone. First, some 
provisional regulations were worked out for construction bidding in all 
construction projects. The procedures are as follows: 


l. A leading group for inviting bids for single item projects is formed of 
the department in charge of capital construction in the special zone, and the 
construction unit !to which the completed project will belong]. 


2. The group in charge of bidding publicizes the invitations, giving the date 


of bidding and the type of construction projects, and specifying the 
qualifications of the bidders. 


3. The leading group in charge of bidding sets the base bid. 
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4. the building units are registered as bidders, and the group in charge of 
bidding examines their qualifications. 


+. the construction unit wili distribute and explain the blueprints of the 
project under bidding, and its special characteristics and requirements. 


6. the participating units will work out their own bids based on the amount 
of work and according to the required standards as shown on the blueprints, 
fill in the construction periods, quality standards and warrenty terms, and 
then send their bids in sealed envelops to the group in charge of bidding. 


7. The group in charge of bidding will examine the submitted bids, verify and 
compare the terms, and choose the most reasonable bid in terms of work quality 
and construction costs and periods. 


8. <A meeting will be held for the successful bidder to be publicly announced. 
9. <A construction contract will be formally signed by the successful bidder 
and the construction unit. 


10. The construction unit and the building unit will apply for the necessary 
construction permits and arrange for the work to be started. 


Several Problems To Be Noted in Bidding 


Shenzhen has accumulated some experiences in handling bids. However, it has 
also encountered problems. Baseu on their experiences, the following points 
Should be carefully noted? 


l. Emancipate the mind, climinate the disruptions, and persist in the reform. 
Adoption of the system of economic responsibility in bidding is an important 
reform in capital construction management about which many people had their 
misgivings at first. Some of them worried about unhealthy rivalry among 

the building enterprises, while others were afraid of breaking their "iron 
“ice bowls" and the Lack of guaranteed income. The authorities launched three 
successive ideological mobilizations, summed up their experiences on two 
occasions, and widely publicized the superiority of the system of public 
bidding and their own successful experiences. From the vivid contrast betwen 
the new and old methods, they could clearly show the defects of administrative 
distribution and the merits of bidding in revitalizing the enterprises and 
making the construction project a success. They will then continue to 
eliminate the disruptions and strengthen their will in making reform and 
blazing new trails. Only thus could the system of bidding be more widely 
accepted and gradually popularized. 


2. Pav attention to investigations and study instead of relying solely on 
the quoted amount in choosing the successful bidder. In inviting bids for 
a construction project, there are usually several, or more than 10 bids 


from different building units operating under similar conditions. If we 
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simply choose the lowest bidder, our choice may not be a correct one. In 
response to our invitation for bids in the construction of the 5,000-ton 
cold storage, four different units were hotly competing with one another. 
[The group in charge of bidding spent half a month investigazing and studving 
the following conditions: First, the guarantee of good quality. They found 
that Huaxi Company of Sichuan had built five large cold storages and won a 
silver state medal for one of them and citations of excellent workmanship 
for another two. On the other hand, the other three units had built only 
small cold storages. Second, the basis on which the construction period is 
determined. Huaxi Company had built a cold storage of similar size in 12 
months, and indicated that a cold siorage of this size could be completed 
and handed over for use in 1l months. This construction period was found 
satisfactory. Third, the rationality of construction cost. The bid of 
Huaxi Company was for 8 million yuan which was close to the base bid set 

by the group in charge. After certain negotiation, the amount was reduced 
to 7.5 million yuan which seemed to be just and fair. After repeated 
comparisons, it was finally decided that Huaxi Company should be the 
successful bidder. 





3. Firmly uphold the scientific approach ot seeking truth from facts and 
look for a reasonable bid which will result not only in savinys for the 
investors but also legitimate profits to the building unit as a reward for 
its efforts. A reasonable bid is the foundation of bidding and the guarantee 
of its success with a direct bearing on the interests of both parties. When- 
ever an unduly high or unduly low bid in encountered, we should carry out 
sciontific analyses and calculations and make reasonable adjustments so that 
it can be acceptable to both parties. The bid for constructing the dormitory 
of Shenzhen Reservoir was rather high and the bid for the public facilities 
of the People's Government of Baoan County was rather low. After consultation, 
these bids were lowered by 3 percent and raised by 2 percent respectively. 
For the construction period, the need for a scientific and rational approach 
was stressed and there was no one-sided insistence on its being as short as 
possible . 


4, Pay attention to quality and put it to a stiff test. First, in the signed 
contract, it was clearly stipulated that there would be good price for good 
quality as well as distinctive rewards and punishments. Second, 2 system of 
Strict quality supervision should be set up whereby highrises of seven or more 
stories will be under the unified supervision of the municipal quality 
supervision and checking station, and buildings of less than seven stories 
will be checked by the building units themselves, but subject to spot checks 
by the construction units. All building materials must be tested betore being 
used. third, should there be serious accidents resulting from poor work 
quality or inadequate safety measures, then, in addition to economic sanctions, 
administrative means will be used in replacing the work force, forbidding it 
from bidding for a certain period, and even pursuing its legal Liability. 


941] 
CSO: 4006/356 
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SPECIAL ECONOMIC ZONES 


OVERVIEW OF SHENZHEN DEVELOPMENT WITH BREAKDOWN BY SECTOR 


Shenzhen SHENZHEN TEQU KEJI [SCIENCE AND TECHNOLOGY OF SHENZHEN SPLCIAL “ONI 
in Chinese Nos 3 and 4, 1984 


[Article in installments by Lin Jieru [2651 3381 1172], Dong Yonegiany [5516 
3057 1730] and Li Weimin [2621 0251 3046] of Shenzhen City Scientitic and Te 
nological Development Center: “Brief Introduction to Shenzhen Special Zone 


[No 3, 1984 pp 52-53] 


[Text] (V) Capital Construction 


The development at high speed of capital construction has created an excellent 
environment for the construction of various professions and trades in the spe- 
cial zone and for investment by foreign businessmen. Of the capital construc- 


tion projects in the special zone over several years, the most conspicuous are 


the high-rise buildings which rank first in the whole country in construction 
scale, quantity and speed in construction. The tallest building in the coun- 
try at present is the "International Trade Center,” a 53-story building 16) 

in height, the newest construction record it set in putting up "one story in 
every 3 days" is second to none in the country. The high speed, high standard 
and high results of capital construction in Shenzhen SEZ, described as the 
"Shenzhen speed" of epochal character, is being followed with interest and 


praised highly nationwide. 
The Rise of the New City 


Shenzhen SEZ covers a total area of 327.5 sq km, 110 sq km of which can be 

used for construction. Capital construction in the SEZ has been in adherence, 
to the principle of “planning one tract, developing one tract and putting one 
tract into operation" by concentrating all effort. Large-scale construction 


’ 


of the new city was first started within the limit of 31 sq km around Luohu 
and Shangbu. Shenzhen Township in former days had construction area o! onl: 
3 sq km, the streets were crude and narrow and the tallest structure was 4 
five-story building. After over 4 years of construction, numerous bis man- 
sions have been completed: over 1,000 ten-story buildings now loom in th 
horizon with more than 70 buildings of 18 to 50 stories or more standing 
prodigiously among them. In over 4 years, capital construction has been conm- 
pleted over an area of 4.95 million m* spending a total of 2.73 billion 

in capital construction; civilian housing of 2.12 million m in floor space 
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was completed, the average per-capita living space in the special zone now 
comes to 7.73 m-. A total of 67 roads 90 km in length have been built 
initially forming a crisscross network of communications that extends in all 
directions. Various cultural facilities have also sprung up Like bamboo 
shoots after a spring rain. An embryonic form of a modernized city is taking 
shape in the small border town of olden days. 


Six Functional Districts 


After over 4 years of construction in line with the overall planning of the 
SEZ, six functional districts ot industry, commerce, housing, tourism, ware- 
houses and culture and education have initially taken shape in keeping with 
city complex layout. 


Industrial District: Planned construction of 10 industrial districts each with 
a suitable specialty. Over 4 years, forces have been primarily concentrated on 
the construction of five industrial districts in Shekou, Shahe, Shangbu, Bagua- 
ling and Shuibei. The two comprehensive industrial districts in Shekou and 
Shahe, where more than 20 factories have been put into operation, have begun 

to take shape. The China Merchants Steamship Co and the Overseas Chinese 
Investnent Enterprise Company are in charge of the development there. The 
Shangbu electronics industrial district has also begun to take shape, nearly 60 
major electronics enterprises of the SEZ are concentrated in here. In the 
Shangbu light industrial district and the Bagualing comprehensive industrial] 
district, nearly 30 standard large buildings and associated facilities have 
been completed and nearly 10 factories have been put into operation. Capital 
construction is also underway in the Shuibei hardware and machine iadustrial 
district and Fuqueling industrial district in Nantou. 


Commercial District: Plans have been drawn to set up commercial, financial and 
trade institutions in a concentrated way in Luohu, Shangbu and Nantou sections 
to form bustling and busy commercial downtown areas. The 2-sq km Luohu commer- 
cial district has begun to take shape. Here, from the ground floor to the 
tourth floor of the high-rise buildings are supermarkets, commodity exhibition 
centers and financial institutions and so forth. For example, the biggest 
Huanqiu Commercial Center and the International Bazaar here have become the 
busy commercial districts in the SEZ. The various types of bazaars on Heping 
Road and the small industrial products market on Binhe Road offer a superb 
collection of beautiful items. The Huacheng tourist district now under first- 
phase construction will build the old street in the old city into a tourist 
commercial district with a distinguishing feature of oriental culture. The 
first phase is expected to be completed by the end of 1985. 


Housing District: Of the 14 public districts or commercial and housing dis- 
tricts under planned construction, 10 subdistiricts have been completed or par- 
tially completed including Binhedong, Xiabu Chaobei, Mutoulong, Huaxin, 
Yuanling, Guimuyuan, Donghu, Lunan, Lubei and Zhubian totaling 10,700 housing 
units and covering 934,000 m° in floor space. The other five housing districts 
under construction are Xiabu Chaonan, Binhexi, Huangbeiling, Wenjindu and 
Baishaling. 
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Tourist Districts: Eight tourist spots have been completed, such as Xili Lake 
and Xiangmi Lake vacation villages, Yinhu and Shiyanhu, they are all famous 
scenic tourist spots equipped with facilities. ‘Six other tourist districts 
are under construction. 


Cultural and Educational Districts: Of the eight key construction projects, 
a great part of the Shenzhen University project has been completed, the others 
are expected to be completed this year or by next year. 











Parameter Construction Planned com- 
Project floor space Stories/seats pletion date 
Science hall 12,000 9 June 1985 
Library 13,000 6/330 End of 1984 
Museum 13,600 4 February 1985 
Gymnasium 210,000 3/6,500 October 1985 
Opera theater 16,000 3/1,600 End of 1985 
Shenzhen University 54,500 24 August 1984 
TV station 16,500 15 October 1986 
News center 57,800 28 End of 1985 





Warehouse Districts: The Sungang and Qingshuihe large warehouses have been 
developed primarily in recent days for transit storage of export items by the 
Shangbu industrial district, eastern areas and foreign trade departments. A 
plan has also been made to build warehouss:s in Futian New City, Mawan and 
Yantian. These projects will take up 5.1 sq kn. 


Key Projects: The doubled-track electrification project of the Guangzhou- 
Shenzhen Railroad in the city limit is being planned. The construction of a 
nuclear power station with an installed capacity of 1.8 million kW in Dayawan 
in the eastern part is being stepped up, and the Nanhai petroleum city is also 
being developed over an area of 38 sq km in Nantou district in the western part. 
The first-phase construction project for the Shenzhen helidrome has been com- 
pleted. The planning for Shenzhen international airport is underway, it will 
be the biggest airport in Asia. 


lesigning and Construction: The designing units under the city now include 

the city construction designing institute, the city architectural science 
research center, and the city construction counseling and advisory company 

and so forth with more than 400 engineering and technical personnel. In re- 
cent years, they have undertaken designing of more than 2,000 large and medium 
construction projects involving a grand total of over 10 million m in designed 
floor space and a total investment of over 2 billion yuan. The construction 
contingents have come from more than 1V00 construction units in various locali- 
ties totaling over 100,000 workers. 
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YI) Real Estate 


fhe tlourishing real estate business and the rise of large numbers of commer- 
‘ial buildings and housing units have provided a tavorable investment environ- 
ment tor investors trom all quarters and also offered more comfortable living 
conditions tor the people in the SEZ. Commercial buildings and houses of new 
and novel designs, equipped with facilities and of unique character have 

led new colors to the special zone. 


Since the establishment of the Shenzhen City Real Fstate Corp in 198U0, the 
real estate business in Shenzhen SEZ now has a history of over 4 years in 
business and has in the course of developmental operations cradually become 

1) economic entity of multiple development with emphasis on real estate. 
Because Shenzhen SEZ has applied favorable policies to investors in many ways, 
it now has a strong appeal to the real estate enterprises in Hong Kong that 
nave been troubled by the economic recession of the West and the real estate 
slump in recent years. In the past 4 years or more, the real estate corpora- 
tion has imported HK$1.01 billion in foreign capital, invested HKS780 million 
ind carried out construction over 960,000 m in floor space without spending 
even a penny trom the state. It has also delivered 47.2 million yuan in RMB 
ind over HKS100 million in profits to the state. In addition, it has also 
established a set of operational and management methods and experience: 


Land Capitalization: In accordance with the principle of compensating for 
the use of land, the land use fee is converted into currency capital or 
atertalized capital to join in partnership with the currency capital of 
foreion businessmen to engage in cooperative investment and share protits. 


Product Merchandising: Obtaining construction funds through cooperation or 
joint ventures with foreign businessmen and recalling the land use fees and 
construction investment together at the time ot sale or leasing the buildings. 


lanagement Modernization: Management methods such public bidding » ontract and 
others are to be implemented from construction and designing to ordering mate- 
rials and equipment in large quantities. 


Internationalization of Operations: Absorbing construction tunds trom among 
foreign businessmen, purchasing various types of building and decorative mate- 
rials primarily from overseas market, concentrating on toreigners, overseas 
Chinese and compatriots from Hong Kong and Maceo as the objects of sales of 
commercialized buildings and forming an extroverse-type operational institu- 
tion and svstem. 


(Text! (VIL) Communications and Transportation 


After 5 years of construction, Shenzhen SEZ has become a land-sea-air three- 
dimensional network of communication lines. 


fhe Guanezhou-Shenzhen railroad runs across Shenzhen and the Shenzhen railroad 
station is the gateway to Shenzhen on land; it is 147 km trom Guangzhou in the 
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north anu 32 km from Kowloon in the south. The double-tracked electritication 
project ot the Guangzhou-Shenzhen railroad has already bevun and a modernized 
Shenzhen railroad station will also be built. This will greatly increase the 
transport capacity of the cailroad station. The annual transport volume ot 
the railroad station will rise trom the resent 8 million person-times to 

36 million person-times. Roads in the city limit have torned a network oi 


communication lines extendiny in al! directions. Buses in the citv are now 
Lu 


operating nearly routes. Ihe main bus lines leading to the interior are 
the Shenzhen-Cuangzhou line and the Shenzhen-Shantou line. The construction 
ot expressways linking Shenzhen, Cuangzhou and Zhuhai will soon be underway. 
The Chiwan deep-water harbor is Shenzhen's gateway to the sea. [Its S-metet 
deen i0,000-ton class berth can handle unloading of 20,V0U0U-ten class cargo 


ships trom anv port in the world. To cope with the needs ot ceveloping the 
Nanhai oil’ teld, preparations are being made in Shenzhen for the construction 


1 


t 
of 50,000-100,000-ton class wharves. fo link Shenzhen with coasta! countrie 


i 
in the world, Shenzhen has built up a small oceanic fleet. 


Shenzhen SEZ is alse actively developins civil aviation. Ihe Haivang helidarome 
in Nantou of Shenzhen is enercetical!l ls providing services tor the petr leur 


exploration in South China Sea. It will atso develop small aircratt operatio.s 
The construction ot the Shenzhen international airport is beine planned in tull 
swinc. 

(VIIL) Finance and Banking 

Shenzhen SEZ is better known in the country for maintaining a high rate ' 


capit il fund utilization, a fast turnover rate, an extensive sphere of credit 
and high economic results. the banks in the SEZ are exercising more contro! 
and plaving a bigger role over both the nacro-economy and the micro-economy. 
In recent vears, it has enercetically developed banking institutions with 
foreign capital and imported larve amounts of foreign capital tor the develop- 
ment of the special zone. Shenzhen at present has two banks with toreign 
capital, nine representative offices ot toreign-capital barks and one insur- 
ance company of foreign capital. . multilaver banking svstem with the S! 
Central Bank as the center and twnder its guidance is gradually taking shape 
in the SEZ. 

(IX) Commerce 

Commerce in Shenzhen SEZ has adopted various flexible measures and varied torms 
of activities to import foreign capital and at t 

ened internal integration by making tull use ot t 
localities throughout the country. <As of now, the city's financial and trade 
departments have imported more than SHK/7U0 million in capital from 7 countries 


> same time earnestly strengeth- 


— ~*~ 


re advantaces in various 


and regions, established more than ) commercial enterprises with foreign 

buy inessmen under joint ventures, engaged in joint management respectively with 
various central department ind 14 provinces and cities and set up over 90 com- 
mercial enterprises. Various types of commercial corporations have sprung up 
like bamboo shoots after a spring rain. The number of networks and outlets 


have grown to over 2,00U, nearly 31 times greater than in 1979, These networks 
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ind outlets include bit comprehensive | ; jbiicent ly decorated anc or 
fitted with advanced equipment, coverin Ove tonousand square metecs 

floor area and handling thousands otf kind Le mid also smal! st 
covering an area 3-5 square meters; the e sellt-service supermark 
and « ibition sales departments taki: i t Mier examin! at 
on display. Many commercial tirms " uve t ird multi-taucent ope: 
tions. The channels of commodity circ: e oxtende in all dix 

with abundant supply of goods. Shenzien t ed trade contacts with 
various provinces and cities at home rom e Clr 'O countries and regious 
including the United States, Japan, the Nether ©, Denmark and Singapore. 


(X) Culture, Education, Science and Te: 


Fducation in Shenzhen SEZ has developed rapid wit institutes ot higher 
learning growing out of nothing. Shenzhen Univer started enrolliny new 
students in the autumn of 1983. Current! it is epartments--Enylish, 
law, economic management, architecture, Torr electrontics--and 10 
cialties. [t has also set up the She et ' ! Education and a tele 
vision university. The number of int. tlived schools has 
increased from 1 to 5, and the number o ir ls id primary school 


. . " , ' = 
has increased to !1 and 58, respectiv« 


There are more than 8,800 intellectuals i ay itve of whom more than 
30 hold senior job titles (not counting th ned in units outside 

the city), more than 1,100 have intermedi ot faith ind more than 4,700 
scientific and technical personne! hot ' yy titles. the scientili 
research institutions and management ceper! lunde the cit Scientilt 
and ‘echnological Development Center, the if Mientitic and Technical Asso- 
ciation, the citv Architecturat Science Re « ter, the Agricultural 
Science Research Center, the city Architect Desicnine Academy, the Ulec- 
troni: Research Institute, the Scientit ix n , ological Intormation 
Research Institute, the New Technolo Reset titute. the Metrological 
Institute, the Horticultural Research Institute, | Agricultural Machiner:* 
Research Institute, the New Energy Desi ' hesearch Institute and the 
Structural Engineering Research Instituts ervhbeun University. Ihe S$! 
has established more than 3v spec) ilizes rence societies. 

Cultural undertakings in the SEZ ate ri rously, mong those set up 
are a number of arts organizations, the Sh« Y station and more than 

iW newspapers and pertodicals incluting tin IN TEOU BAO [SHENZHEN SI 


NEWS], TEQU GONGREN BAO [SEZ WORKERS DAIL) ,, SHENZHEN OINGNIAN BAO | SHENZHEN 
YOUTH NEWS], TEQU DANG DI SHENGHUO [SFZ PAR) [rE], SHENZHEN TEOU KIJI 
([SCLENCE AND TECHNOLOGY OF SHENZHEN), SHI DAXUE XUEBAO [SHENZHEN UNIVER- 
SITY JOURNAL), TEQU WENXUE [SEZ LITERATURE}, I JINGJT [SEZ ECONOMY | , 
YINJIN [IMPORT], and HAISHI HUA [3189 4258 536% SEA-STONE FLOWER]. 


Tremendous progress has also been made i: health and sports tn Shenzhen 
SEZ. The number of hospitals has increas pom one to ll and the number of 
hospital beds has also increased trom 16. | 800. Medical equipment is moving 
gradually toward modernization. Mas: port Jities are spreading exten- 
sively in the SEZ. Six sports association lave een set up together with 
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level of sports proficiency is 1 
) Shekou Industrial District 
thu Jiang in the western part 

ment here is richly endowed by n 

limits. Shekou was originally a 


wakened this piece of land fro 
industrial district is guided by 


three specialized sports teams--soccer, basketball 
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and martial arts- 


w2kou is located at the southern tip o! the Nantou Peninsula on t 
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link, energetically importing, integratiny internally and externally and deve!- 
oping in an all-round way." After 5 vears of arduous pioneering work, 


now become a harbor industrial district ot 


environment and complete ftacilit 
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trial district, 8U percent ot the workers and staff 


ies. (his industrial district emp 


100 workers and staft members whose average age is only 25. In 
members had senior miaud!« 


school level education and 60 percent o! the administrative cadres 


record ot formal schooling at the university leve). Currently, the 


imported items totals over 100 and the number of enterprises put i 


tion or opened for business come: 


Japan, Denmark, Britain, France, 


to Shekou to establish enterprises. 
districts are mainly for sale abroad. Several scores of 
market and the total industrial output 


their way into the international] 


Singapore, Switzerland and Norway 


Products manutactured ir the 


of the whole district came to more than SHKSUO million. Since its 


ment, the Shekou industrial district 
reforming its labor, hiring, wage and housing systems and 


structure in Line with the spirit of exploring and 


Development Prospects for Shenzhen SEz 
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Our goal is to build Shenzhen 5§ 
a developed economy, advanced te 
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culture and exquisite environment by ¢t 


The land under planned use in the SEZ covers 98 squre km, it is divided into 
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EZ into a socialist special economic zone with 
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and conditions and taking into c 
businessmen. The district divis 
usable land are shown in the ta! 


By 1985, the total industrial output 
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pei} i OJT MAOYI [INTERTRADE] in Chinese No 7, 27 Jul 84 pp 45, 38 
Artic l Huane Chengecheo [7806 2763 6389]: "“Shekou Demonstrates Its 
boat Inveect rs’ | 
e Shekou Industrial Park, whose construction started in July 1979, 
perate nder the supervision of the Hong Kong Office of the China Merchants 
team Navigatton--an organization of the Chinese Ministry of Communications 
in Yon ne. It is part of the Shenzhen Special Economic Zone [SEZ] and an 
mi tity of absolute independence. It was developed and built and 
ica completed at an amazing speed in a short period of over 4 years. 
1. A new-tvpe seaport centering on comprehensive develcoment with industry 
playing a dominant role has preliminarily taken shape. Shekou, which 
riginally was a barren beach and wasteland, is today the site of hundreds 
f factortes and residential buildings that have sprung out of a land of 
~14 ke Of a total buildine floorspace of 480,000 sq m already completed, 
industrail factory buildings account for 290,000 m, public installations for 
.000 sq m, residential houses of staff and workers for 125,000 sq m, and 
er production facilities for 14,000 sq m. This has preliminarily brought 
into being a new-type seanort industrial park, with an architectural system 
ntering on industrial buildings and with industry playing a leading role, 
poss ssing residential buildings, tourism, businesses, communications and 


transportation, which have all appeared in the Shenzhen bay area. In order 
ilitate establishment of factories for electronic and light industries, 


r other trades and businesses, 16 standard factory build! gs had been planned 
r construction, of which 7 were built and sold. 
», The five basic projects of “navigation, trarsportation, water supply, 


power supply, communication" are being perfected with each passing day, 

nd the outcome of management is being upgraded with each passing year. 

. distinctive feature is the use of “navigation” as a core for propelling 
step by step the projects of transportation, water supply, power supply, 

nd communication. The handjine capacity of the Shekou Harbor has grown 
vear after r, increasing from 120,000 tons in 1981 to 350,000 tons in 
1982, and to 500,000 tons in 1983--close to the designed handling capacity 
In normal conditions, the 1984 handling capacity could top 








the 800,000-ton mark. Also being expanded continuaily is the passenver 
transport service which, on the foundation of an air route established 
between Ehekou and Hong Kong, opened air routes to Zhuhai and Canton in 
1983, and is preparing to open air routes to Jiangmen and Shivu in 1984. 
Since 1983, Shekou has become the Shenzhen SE’%'s pivot of water trans- 
portation. In pace with the operations of 10,000-ton berths in Chiwan 
Harbor and the use of special petroleum berths in Shekeu Harbor, the status 
of Shekou in the Shenzhen SEZ has become more and more important. The valu 
of land opened up in Shekou will consequently be a focal point of actention, 
and more foreign firme will be lured in to make investments. 


3. With the drawing in of capital and the import of advanced technology, 
equipment and management, the preliminary foundation of an industrial park 
has been laid. In the wake of an uninterrupted improvement of the invest- 
ment climate in the industrial park, there was a continual increase in the 
import cf investment projects. <As of the end of 1983, Shekou was able to 
sign contracts for 64 projects, including 44 projects for industries, 9 
projects for house construction, 8 projects for businesses and tourist 
trade, 3 projects for communications and transportation, of which 5! projects 
were completed or put into production and operatior. Preliminary statistics 
indicated that the foreign capital drawn in amounted to HKS! billion, of 
which Hong Kong and Macao capital accounted for 70 percent, the remaining 
capital coming from the United States, Japan, Denmark, Britain, Singapore, 
Switzerland, Norway, etc. 


The 13 factories in Shekou, as is shown in their incomplete statistics, have 
imported 67 sets of advanced equipment, of which 3 sets are of advanced 
world levels and 37 sets of advanced domestic leveis: 4 projects of advanced 
technology, of which 1 project is of advanced world Jevel and another project 
of advanced domestic level. Also imported at the same time are advanced 
foreign management methods. 


4. Groups of enterprises have been built and put fato production. they are 
starting to reap the fruits of management. The industrial part has begun to 
recoup capital. The capital recouped from 1980 to 1983 amounted to 
approximately HK$100 million. A review of the situation of 20 financially 
independent factories and joint-venture plants after going into operation: 
indicated that the production of a vast majority of the factories and plants 
was good. The Sanyang Co, LID (Shekou), which started trial production as 
late as July, reported an increase in its daily output value from HKS760,000 
in July to HKS$7.99 million in October; the Huayi Aluminum Plant. while still 
undergoing a process of trial production, fulfilled 8 davs ahead of schedulk 
the December 330-ton production plan assigned by the board of directors, and 
it produced circular plates of grade-A standard. The Haivun Containers Plant 
has expanded sales of its products and achieved a daily production increase 
under the condition of recession in the world markets. The Huamei Stecl Plant 


has adopted an operational principle of integrating industry with trade, thereby 


making profits out of a business volume of HKS120 million. The factories 
going into production at an earlier stage--the Haihung Paint Factory, Zhonghung 
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Oxygen Manufacturing Factory, Kaida Toy Factory, Jianghui Pleasure Boat 
Factory--have all achieved relatively great developments. By paving 
attention to quality and by implementing an operational principle that 
centers on sales, the Haihung Paint Factory has made relatively great 
achievements | secured-an average monthiy saies volume of 175,000 kg, 
an 2.3-fold increase over the monthly sales volume of its Hongkong-based 
factory, with profits expected to top the 1982 record by 80 percent and 
net gains to reach HKS$5 million. The Kaida Toy Factory, which hires over 
1,000 workers and went into production in 1982, declared in 1983 that it 
was starting to make profits in the vear. 


5. Preliminary conditions have been secured for rendering logistical services 
to oil exploiting in the South China Sea. Good services have begun. Situated 
in a superior geographic location, and functioning as an outpost of oilfield 
exploitation in the South China Sea, the Shekou Industrial Park now possesses 
conditions to render services for South China Sea oil after years of con- 
struction. Already rebuilt is the Wuwan Wharf, where a 140-meter coastline 

in the intermediate sector has been reconstructed to provide special berths 
for servicing the oilfields, with installations of power supplv, water supply, 
oil supply, and dust-blowing facilities. Since September 1983, the industrial 
park has rendered services to more than 10 special petroleum vessels of many 
foreign petroleum corporations, including the British Petroleum Corp; leasing 
out warehouses and storage grounds, building 10,000 sq m_ of storehouses and 
35,000 sq m of storage grounds in the harbor area and its rear; renting out 
over 4,000 sq m of storehouses and more than 10,000 sq m of storage ground; 
completing the building of simply equipped parking areas for helicopters; 
providing office buildings and residential houses. At present, the foreign 
corporations--the British Petroleum Corp, the petroleum cartels of Egypt and 
Somalia, the western countries, the oil cartel of Japan, the Pearl River 
(7Zhujiang River) Petroleum Joint Operations--have set up administrative 
offices as well as rented office buildings and living quarters in Shekou. 

In order to step up servicing and coordinating work on South China Sea oil, 
the management committee of the industrial park established in September 

1983 the Office of South China Sea Petroleum Service. Now being planned for 
construction in succession are a number of industrial and commercial .nd 
tourist projects for servicing oil prospecting and production. Alrea going 
into business are an energy machinery and technology service center and the 
Haifa Enterprises Corp. 


As a result of its relatively fast developments, the entire Shekou Industrial 
Park--being new every day and different every month--has witnessed a steady 
growth not only in the number of foreign firms coming to the industrial park 
for talks on investments, but also in the number of petroleum companies coming 
to set up oil bases and agencies. To the investors Shekou has indeed demon- 
strated its charms. 


12315 
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SPECIAL ECONOMIC ZONES 


INTRODUCTION OF NEW CURRENCY INTO SHENZHEN 
HKO20558 Hong Kong SOUTH CHINA MORNING POST in English 2 Mar 85 pp 1, 18 
[Article by David Chen] 


[Text] China has finally decided to introduce new currency into the Shenzhen 
Special Economic Zone [SEZ], its mayor, Mr Liang Xiang, has said. ‘The mayor's 
disclosure was reported in one of Shenzhen's newspapers, the SEZ WORKERS' DAILY, 
after Mr Liang talked to a group of intellectuals meeting in the zone last week. 


The WORKERS’ DAILY report was reproduced in yesterday's edition of the Hony kK 
leftwing newspaper, WEN WEI PO. 


China already has two currencies widely in circulation. The first is the 
original renminbi (RMB) and the second, introduced only 5 years ago, is th 
foreign exchange certificates (FEC). The latter is not officially money and is 
intended for use by foreign travellers when buying imported goods. 


But today, foreign exchange certificates are also legal tender in all the open 
cities and almost all the 200 cities that foreigners are allowed to visit. 

They have become popular with local people, who can use them to buy foreign-made 
goods and in shops, hotels and restaurants, as well as resorts formerly restrict- 
ed to foreigners only. 


The introduction of a special currency for the Shenzhen SEZ, first hinted at more 
than a month ago, has been a controversial issue for some time. 


Detractors have pointed to the ill effects such a new currency would eventually 
have on the economy of the country. 


Those who are opposed to it claim it will mean a third currency for China. 


At present the Shenzhen money can only be used in the economic zone, and no other 
money--including the renminbi or REC, Hong Kong and U.S.dollars--is allowed. 


But such a rule will surely be flouted as the original restrictions on the Fit 
have been flouted in the past few years. 


If Shenzhen is to have its own money, then other zones, such as the enterprisin 
Xiamen SEZ and less prosperous ones in Shantou (Swatow) and Zhuahi would ais 
crave their own. 
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Soon the 14 open cities and the proposed open delta regions will demand the 
same privileges. But advocates of the new currency point out the very real 
difficulties and confusion that now exists in Shenzhen over monetary matters. 


Hong Kong dollars freely circulat and are even preterred to the FEC. 


It is no longer teatime talk or gossip that there are three grades of 
currencies in the SEZ, each with different vulucs--with the Hong Kong dollar 
ranking first and RMB a poor third. 


As the region operates in a style close to that of Hong Kong, it is very diffi- 
cult to distinguish the SEZ from Hong Kong. 


An equally important consideration is the demoralising effect on government 
officials working in the SEZ. 


Ofticials are paid in the devalued RMB but they are supposed to ensure certain 
commercial and industrial practices are in order, which calls for them to adopt 
certain customs from a capitalist society which are alien in a socialist regime. 


One official lamented that he was unable to return hospitality. He could not even 
offer a cup of tea in the very city of which he was a representative, because he 
was paid in renminbi. He could not visit more than 60 percent of the SEZ's 
restaurants, hotels, shops or teahouses, which only accept FEC or Hong Kong 
dollars. 


Ihe controversy has been raging for more than a year and it appears, in Mr Liang's 
words, that it will finally be resulved when the special money is issued. 


Later this year, according to the newpaper, there will only be one currency that 
will be legal tender in the SEZ; and the RMB, FEC, Hong Kong or U.S. dollar will 
not be allowed to circulate. 


Observers note that the disclosure by Mr Liang must have official endorsement 
because it came shortly after the brief southern sojourn of the country's top 
leader, Mr Deng Xiaoping, during the Lunar New Year. 


But the question of when this new currency will come into circulation remains. 


Mr Liang indicated “later this vear" without giving a definite date. But it is 
likely it will only be used on the other side of the second border fence, when 
the checkpoints at Po Kut and two other areas are ready--perhaps in the summer. 


Mr Liang, who appeared to be quite confident that the new currency will be 
circulated in his SEZ, had earlier spoken to a Hong Kong-based magazine, 
PAIL SHLING, 


The introduction of the currency in the SEZ was the only way to combat rampant 
black-market dealings in Hong Kong dollars, he told the migazine. 
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That appeared to be the sole official reason for introducing the new money. 


It is common knowledge that HK$100 will now fetch as much as KMB75 as against 
the official rate of RMB 35. 


And it is a common sight to see newly arrived Hong Kong visitors accosted at 
several entry points in Shenzhen and blatantly asked to sell Hong Kong 
dollars--with little public security police interference. 


But black-marketeering of RMB is also rampant elsewhere in China--in Canton, 
in other special economic zones, and particularly, on Hainan. 


Soon the question will be raised whether these places will be able to have 
their own currencies. 


CSO: 4020/138 
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LABOR AND WAGES 


SOLUTIONS FOR EMPLOYMENT PROBLEMS IN YUNNAN PROPOSED 


Kunming JINGJI WENTI TANSUO [INQUIRY LNTO ECONOMIC PROBLEMS] in Chinese 
No 11, 20 Nov 84 pp 53-54 


[Article by Yang Guoxiang [2799 0248 4382]: "Some Preliminary Suggestions 
for Solving Unemployment Problems in Yunnan"] 


[Text] From 1979 through 1983, employment work in Yunnan succeeded in 
finding jobs for 462,500 people (excluding centralized allocations) 

in cities and towns. As the economy develops, the number of people in 

the work force has also increased, from 2,075,300 at the end of 1979 

to 2,470,600 at the end of 1983, an increase of 19.1 percent. The number 
of self-employed laborers in cities and towns increased from 1,419 at 

the end of 1979 to 44,900 at the end of 1983, 30.6 times that 5 years ago. 
The employment rate in towns and cities rose from 55.2 percent in 1979 

to 56.2 percent in 1983. According to sample surveys in Kunming, Xiaguan 
and Gejiu, the number of dependents per employed person dropped to 0.83 
from 1.2 in 19/8. The development of employment work has further fueled 
the economy of the entire province, the market has become more prosperous 
and the people's livelihood has been improving continuously. Everybody 

can see that society now enjoys more stability and harmony. But we must 
not slacken our efforts just because employment difficulties have eased. 
Nor can we relax our leadership because employment work is gradually being 
put back on its feet. We must realize that our duties ahead remain arduous 
and that employment work is still a formidable task. Under the "Sixth 5-Year 
Plan", jobs are to be found for 600,000 people in cities and towns. In the 
next two years, 40,000 people still have to be allocated jobs. Add this 
number to those who are now in casual employment or made redundant by 
enterprise consolidation, and we have a massive problem. It is estimated 
that for each of the five years covered by the "Seventh 5-Year Plan", close 
to 100,000 people need jobs. Moreover, employment at collective enterprises 
has been declining steadily in the last 2 years. Unemployment in some 
localities, factories and mines is particularly serious. The employment 

of young women also presents a widespread problem. At present, with the 
rural economic policy being carried out in depth, peasants are moving into 
cities to go into business. State-run enterprises will complicate the 
allocation of jobs in cities and towns. As a result, we must seriously 
examine employment work in light of the new conditions in order to solve 
youth employment problems by making the best use of our situation. 








In tackling employment issues, we must broaden our vision as well as focus 
on realities in Yunnan. This article offers some preliminary observations. 


1. Develop enterprise recruitment and employment forecasting as a means 

of integrating labor force with production data. Since 1978, enterprises 
have been recruiting staff by examination which, to a certain extent, 

offers both enterprises and people waiting for jobs a chance to choose. 

But in a major way, however, this method still fails to satisfy other needs. 
How can we integrate both sides' choices organically? A better approach 

is to develop enterprise recruitment and employment forecasting. Information 
on the type of workers required by an enterprise should be promptly made 
available to people waiting for jobs so that they can decide whether or not 
to apply. At the same time, the qualifications of people waiting for jobs 
should be conveyed to enterprises which will then decide whether or not 

to hire them. Such services are seriously lacking at present. In the past, 
the communication otf information of this nature was in the hands of a small 
number of people in labor departments. If we can do a good job in this 
area, enterprise recruitment and youth employment will be much better 
handled. Both parties’ initiatives will also be fully made use of. 


2. Integrate small town construction and insist on multi-level employment. 
Facts show that to solve city and town employment problems, we must firmly 
adopt the multi-level employment approach. Currently, city employment 
problems are more manageable than those in county towns. Enterprises have 
less difficulties than non-enterprise units. In terms of the geographical 
distribution of people waiting for employment, the province's 10 cities 
account for 51.2 percent of the provincial total, while county towns account 
for the other 48.8 percent. About 70 percent of the people waiting for 
jobs belong to enterprises. Consequently, only by taking a multi-level 
approach can we solve the employment problems in a planned way. 


First, we should let cities play a full part. According to 1983 statistics, 
our 10 cities placed over 40,000 young people in jobs, or 62 percent of 
overall job placements. When these localities manage to do a good job, 

they set a powerful example for the masses of county towns. Our small towns 
also have a tremendous potential for job placement. In 1983, the 115 small 
towns and 1,400 market towns in the province accounted for only 38 percent 
of all job placements. However, once the economy takes off and employment 
work gets under way, the potential is considerable. In Tonghai County, 

for instance, of the 600 young people who joined the ranks of those waiting 
for jobs from 1980 to 1983, 530 were taken care of through the development 
of collective industries alone. There are on average fewer than 50U people 
in need of a job ia each county. If every county follows Tonghai County, 
not only will anybody who needs a job be given one, but a labor shortage 
may also appear. Additionally, the rapid development of enterprises run 

by rural communes and brigades and sideline production has absorbed surplus 
labor from neighboring towns and cities as well as accommodated a large 
number of rural unemployed. For instance, some cities and counties in 
Honghezhou and a number of commune and brigade enterprises have created 

jobs for several thousand people in towns and cities. 
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[n short, employment issues are closely related to economic development. 
Only by developing the economy can we find satisfactory solutions. 

But then employment work also has its own characteristics. It is not 
enough just to tie employment issues to economic development or to deal 
with them in large cities with a concentration of unemployed people. 

We must also come to grips with employment problems in numerous other towns 
and cities so th:. the entire social labor force can slowly harness its 
talents and intelligence in the interest of the four modernizations. 


3. Bring about the coexistence of a multitude of economic forms and 

open up various channels of employment. Judging from our 5-year experience 
in job placement, collective economic units, which require little investments 
and produce quick results, can accommodate more workers more quickly than 
others. They accounted for 39.2 percent of all jobs created in the 5-year 
period and 61 percent of all jobs created in the first quarter of this 

veac alone. As a result, they constitute the most essential channel of 

job creation. Another channel is the individual economy, which has been 
growing rapidly since last year. Then there is the variety of temporary 
services which also have considerable potential. In recent years they 

have provided work for 15,000 to 20,000 people each year. The need for 

these services will intensify as society develops; hence, they represent 

yet another vehicle of job creation. What we lack right now is a centralized 
management organization. Relevant social insurance questions, too, must be 
addressed. In the future, labor service companies must gradually be made 
more sophisticated and developed intc a batch of comprehensive, professional 
service contingents which offer services at home and abroad to families 

ind individuals as well as units. 


4. Merge social and economic development needs and launch various forms 

of vocational training to unemployed people. To supply enterprise and 
society with qualified labor force is an important Link in improving social 
economic results and promoting employment. At a time when we have serious 
employment problems, it is essential that we solve the paradcx of "jobs 
going unfilled because people are not qualified to do them." Employment 
training must revolve around the improvement of economic results. We should 
require people waiting for jobs to acquire good political and technical 
qualifications in addition to a basic educational level and an ability 

to work. As the economy develops and science advances, we must train 

a variety of managerial and service personnel as well as a large number 

of production workers. First, we must launch vocational education on 

a massive scale, setting up a training network centered on vocational 
education. Second, employing units themselves should provide training 
tailored to their own needs. Third, social organizations, including 
enterprises, should operate a range of training courses in accordance 

with social needs. Fourth, idle scientific and technical personnel may 

be encouraged to offer technical training. Fifth, on the basis of their 
work in vocational technical training, labor service companies should take 
on additional roles as organizers, coordinators and guides. Briefly, then, 
only by developing vocational training in all its variety can we meet 
changing social needs and supply enterprises and society with differenc 
kinds of qualified personnel in a planned way in order to promote social 
and economic developments. 
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5. Strengthen labor service companies and enable them to fully exercise 
their function as a "reservoir" of social labor force. According to 
statistics released in 1983, over 700 labor service companies of all kinds 
have been set up. Besides supplying enterprises and society with a large 
number of workers, they run their own enterprises and network points which 
now number 2,700. These companies have placed over 7,760 people in jobs 
and arranged temporary employment for another 7,650 people. They grossed 
over 17.1 billion yuan in revenue, made a profit of 20.49 million yuan 
and paid the state 4.52 million yuan in taxes (most enterprises are 
tax-exempt). Their employees make an average 50 yuan per month. Although 
many problems and issues remain in the development of these enterprises, 
they are well on the way to becoming vocational training grounds, 
"reservoirs" of manpower which provide a comprehensive base for the 
allocation of social labor force. In addition, of course, they are 
production units in their own right. There are numerous labor service 
companies in Yunnan. As they become more sophisticated, their functions 
will become more and more evident. 
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CHANGES SUGGESTED FOR TRANSPORTATION SYSTEM 
Beijing JINGJI RIBAO in Chinese 19 Nov 84 p 2 


[Article by Peng Jiayu [1756 1367 3768] of the Economic Construction Group 
of the CPPCC National Committee in the Column "Suggestions for Four 
Modernizations": “The Irrational Structure of the Transportation System 


—-_. 


Must be Changed as Quickly as Possible”] a 


[Text] In addition to seriously inadequate transport capacities and backward 
technology and equipment, one important reason for the strain on China's 
transportation services is the irrational structure of the transportation 
system. 


Since the founding of New China, a problem has existed in the guiding thought 
for the development of the transportation services: overemphasis on railways 
to the neglect of water transport, highways, aviation, pipelines and other 
forms of transportation. From the First 5-Year Plan to 1982, state investment 
in railways accounted for 90 percent of the total investment in transportation 
services. Highways were not included in the plans and received no investment. 
Inland water transportation has been on the decline since the 1960's, total 
mileage serviced dropping from 170,000 kilometers to some 100,000 kilometers. 
This has resulted in overburdening the railways and having railways undertake 
many irrational kinds of transportation. For example, railways are superior 
for transporting Large quantities of goods over long and medium distances, 

but at present short hauls of under 100 kilometers account for 25 percent 

of total railway freight volume; highways are superior for short-distance 
passenger and freight transportation, but highway freight transport makes 

up only 9 percent of the total freight volume; airlines are superior for 
long-distance passenger transportation, but they are carrying only 2 percent 
of the total passenger traffic; pipelines are the most economical for oil 
delivery, but 64 percent of oil products are transported by railways; water 
transportation is suitable for long hauls of large quantities of goods, but 
the volume of cargoes shipped by water amounts to only 18.4 percent of the 
total freight volume. This irrational state of the transportation structure 
has caused the overall strain on the railway system. 


To build an appropriate and integrated transportation system, attention should 
be paid to the following: 
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|. Vigorous efforts should be made to develop water transportation. China 

has 18,000 kilometers of coastline and more then 50,000 inland rivers. Many, 
waterways are lying useless, and the present navigable mileage amounts to 

only 25 percent of the total length of the rivers. Water transportation 

has great potentialities for development. With regard to the existing rivers, 
consideration should be given to irrigation and power generation as well 

as water transportation so that overall plans can be made for the rivers 

to be harnessed in a comprehensive way. The proportion of state investment 

in inland water transportation should be increased. First uf all, it is 
necessary to upgrade water transportation in the Changjiang and the Grand 
Canal between Beijing and Hangzhou. Next, work should begin on an overall 
scale, removing dams and dikes which obstruct shipping, dredging river channels 
and increasing water transport in terms of both mileage and tonnage. Moreover, 
the system should be reformed to break the monopoly of shipping in all major 
rivers by the water transport bureaus, and it is necessary to encourage 
collectives and individuals to take part in developing and running coastal 

and inland river shipping services. 


2. Highway construction should be stepped up so that highways gradually 
will become the principal means of short- and medium-distance transportation, 
“especial!y short-distance passenger transportation. The existing highways 
should be reconstructed to improve quality. 


3. Air transportation should be expanded so that aircraft gradually will 
become the principal means of long- and medium-distance passenger 
transportation. At present, we have a very low efficiency in the use of 
civil aircraft. If the rate of aircraft utilization can be increased, the 
volume of air passenger transportation can grow 20 times without the need 
for many additional airplanes. Now is the time to separate international! 
and domestic air routes and form two separate corporations. The provinces 
should be allowed to operate civil air transport services. 


4. Pipelines should be vigorously developed so that they gradually will 
become the principal means of transportation for crude oil and oil products. 
At present, pipelines carry less than | percent of the total output of oi! 
products. Each day an average of six or seven railway trains leave Shanhaiguan 
to deliver oil to the interior, and the tank cars return empty because they 
have no other use. I suggest that an oil pipeline be laid from Jinxi to 

the interior. The use of pipelines to transport coal has a number of 
advantages: It is cheap, takes little land, has a great carrying capacity 
and is safe and reliable, and the technical problems such as wear and tear 
and dehydration have been solved. The Ministry of Coal Industry is planning 
to build a pipeline from Jingdongnan to Jiangsu. Efforts should be made 

to bring it into reality and operation at an early date. At present, there 
is no department specifically responsible for pipeline transportation. A 
special organization should be established. 


5. Railway transportation should be further developed to increase the carrying 
capacity of existing facilities. For example, adoption of multiple locomotive 
traction, longer trains, double-deck passenger cars for densely populated 
areas, scientific management to increase the number of train runs, and so 
forth. 








To change the irrational transportation structure, it is necessary to carry 

out appropriate reforms in policies and the system. The proportions of 
investment should be readjusted, according to plans aiwed at torming a combined 
transportation capacity, and for the immediate future the emphasis should 

be placed on the weak links. The road tolls collected and the 15 percent 

of profits retained by water transport services should be turned into a special 
fund for developing highway and water transportation. The localities, units, 
collectives and individuals should be encouraged to raise tunds and bring 

in overseas Chinese and foreign capital to build roads, harness rivers and 
construct wharves. Support should be given to the development of highway, 
water, air and pipeline transpurtation by means of prices. A unified planning 
and administrative organ should be established to correct the situation in 
which the five forms of transportation are under the control of four ministries 
and bureaus, each doing things in its own way. It is suggested that the 

State Council set up an integrated leading organ tor the transportation 
services. In the stru:tural reform yet to come, government should be separated 
from business; the Ministry of Railways, the Ministry of Communications, 

the Civil Aviation General Administration and other departments should be 
abolished; and a number of specialized corporations should be tormed to be 
operated and managed according to business methods. 


12802 
CSO: 4006/177 


211 








JPRS- CEA-85-031 
25 March 1985 


TRANSPORTATION 


CARGO HANDLING CAPACITY OF SHANGHAI HARBOR INCREASED 
Shanghai WENHUI BAO in Chinese 23 Sep 84 p 2 


[Report by Xu Guoying [1776 0948 5391]: “How Much Has Shanghai Harbor's 
Cargo Handling Capacity Increased in 35 Years? One Week in 1984 Equals 


All Year in 1949")] 


[Text] The volume of cargo handled by Shanghai Harbor in a week now is 
equivalent to what was handled by the harbor for the whole year of 1949. 


The greatly increased degree of mechanization of port and dock facilities 
has provided the conditions for Shanghai Harbor to rapidly increase its 
cargo handling capacity. Before liberation, loading and unloading at 
Shanghai Harbor were completely handled by men using their muscles. In 
1952, there were only 35 sets of loading and unloading machines. By the end 
of 1983, the number had increased to 3,484 a 98.5 fold increase. Now the 
term “longshoremen" has changed fundamentally in meaning. The workers in 
various harbor zones and wharves are mainly operators of trucks, trolleys, 
forklifts, carnes and other loading and unloading machines. A small number 
of workers performing manual labor have become auxiliary dock workers. The 
handling of bulk cargo on the wharves has basically been mechanized, and 

the pieces of sundry goods are “loaded and unloaded by groups," which greatly 
reduce the labor intensity of workers and increase labor »roductivity. 


The construction of various specialized docks has increased the harbor's 
cargo handling capacity. In the sixth and seventh zones of Shanghai Harbor, 
four mechanized coal-unloading operation Lines have been installed, of which 
the south unloading stage in the seventh zone alone can unload a 22,000-ton 
coal ship in an average of 17 hours. The reconstructed mechanized bulk grain 
unloading operation line in the second zone of Shanghai Harbor can unload 

a 15,000-ton bulk grain carrier in 24 hours. The fourth and eighth zones 

of che harbor have been rebuilt into special-purpose wharves for lumber and 
ores with a fairly high degree of mechanization. 


Shanghai Harbor as a whole handled 91.9 million tons of cargo in 1983. It is 
estimated that the harbor will handle a total of over 95 million tons of cargo 
in 1984, The State Economic Commission has conferred the honory title of 
"Advanced Unit in Economic Results" on Shanghai Harbor. 
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LONC EXPRESS TRAIN BETWEEN BEIJING, WUCHANG STARTED 
beijing TIEDAO ZHISHI [RAILWAY KNOWLEDGE] in Chinese No 5, 28 Sep 84 pp 26, 28 


(Article by Jin Zhenhu [6855 6591 5706]: “An Extra-long Express Passenger 
rain Gees into Service Between Beijing and Wuchang"] 


Text] China's Ministry of Railroads decided that starting 1 October 1984, 
more coaches will be added to the Nos 37 and 38 express passenger trains 

tween Beijing and Wuchang. The purpose of this change is to increase 
,assenger transport and in part to reselve the problem of a shortage of 
engines and carriages. Originally, each passenger train had 16 coaches; 
now ic has 20. Each coach has 118 sets, and with 4 more coaches each train 
row carrtes 472) additional passengers. This is an important breakthrough 
in fully utilizing existing equipment. —_—_ 


Some countries, such as India and the Soviet Union, use longer passenger 
trains. Some passenger trains on main Lines in India have 22 coaches each, 
ind some passenger trains in the Soviet Union have 20 coaches each. In the 
past, because of the inadequate condition of the railroads in China, it was 
though that each train could have only 14 coaches; the longest Chinese 
passenger train in 1983 had only 18 coaches. But now, in an effort to 
increase railroad transport capacity, an increase in train speed and in the 
frequency as well as the number of coaches for each train is planned. 


However, for a passenger train, one does not just casually add more coaches. 
Many factors must be taken in consideration, chief among which are the engine 
power, the traction force at the start and the wheel circumfluence traction 
force, the uphill climbing power and stability and safety on a high-speed 
run. The conditionof the train stations must be also taken into account. 
Fach station must have arrival and departure Lines long enough for long trains. 
The front of the locomotive should be 30 meters behind the signal tower and 
the end of the train must be in front of the collision-warning signal. In 
sum, the length of the platform should be Long enough for the whole train, 

the boardine and exiting of passengers, the loading and unloading of luggage 
ind mail and the replenishing of the water supply. 


r the sake of resolving several technical questions, in March 1984 the 
Ministry of Rallroads and relevant institutions made an experimental trip 
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with a 20-coach passenger train on the Beijing-Wuchang line. To the basi: 
l6-coach train, Nos 38 and 38, the authorities joined 3 additional sleeping 
cars with soft seats and 1 coach for measuring train engine operation. 
Including the locomotive, the whole train was 506.5 meters in length, with 
a pulling force of 1.066 tons. A Beijing-tvpe diesei Locomotive was used. 
Starting from Beijing, the train went 1.229 km in 17 hours and 32 minutes 
and arrived at Wuchang on time. Then the train returned to Beijing equally 
successfully. This was the first in-service extra-long express passenger 
train in the history of China's railroads. 


The test had two parts: one group of technicians observed and measured 

the lengths of the arrival and departure lines at the stations. Another 
group worked in the test coach. Using its measuring equipment, this group 
registered the speed, acceleration, times of operation and other 
characteristics of the train operation. When the train left Beijing, it 
looked like a green dragon. It scheduled stops were Baoding, Shijiazhuang, 
Handon, Anvang, Zhengzhou, Xuchang, Luohe, Zhumadian, Xinvane, Hankou and 
finally Wuchang. The research team conducted analyses at every station and 
maintained precise records. 


According to Chapter 139, Paragraph 2, of “the Regulation and Administration 
of Railroad Transportation", the effective length of the arrival and departure 
lines for a passenger train at a station is 500 meters (with 600 additional 
meters reserved for contingencies). However, for this extra-long passenger 
train the length shoulda be 536.5 meters (including 16.5 meters for locomotive, 
490 meters for coaches and 30 meters in front of the locomotive). Therefore, 
the relevant paragraph of the “Regulation” must be revised. As a matter of 
fact, the length of the arrival and departure lines of the stations between 
Beijing and Wuchang is already satisfactory. Of Ll station lines at Hankou 
Station, one is 624 meters long. Of seven lines at Wuchang Station, four are 
between 554 and 595 meters long. Five lines at Shijiazhuang Station are 
between 582 and 606 meters long: seven Lines at Zhengzhou Station are between 
545 and 862 meters; and all are satisfactory for this new Long train. The 
lines at Handan, Xuchang, Zhumadian, Xinvang and others are for both passenger 
and freight trains. Their minimum leneth is 850 meters. Thus, every station 
surveyed already has an adequate length for this kind of passenger train. 


As for platforms, according to Chapter 139, Paragraph 2, of the "“Regulations,: 
the effective leugth of a platform must be from 400 to 500 meters (with an 
additional 550 meters reserved for contingencies). <A platform must be 
satisfactory both for boarding and exiting passengers and also for loading 
and unloadins freight and mail. Its minimum length should be as long as 

the train. The minimum length for 20 coaches should ve at least 500 meters. 
The results of the analysis shows that except for the platforms at Handan 

and Wuchang, which meet the requirement, al] other platforms of the stations 
at Beijing, Baoding, Shijiazhoang, Anvang, Xuchang, Luohe, Zhumadian, Xinyang 
and Hankou are from ll to 75 meters shorter. On three platforms at Zhengzhou 
Station there is a 150 meter long section, which should be elevated. All 
those shorter piatforms mentioned abcve must be reconstructed. 








traction power in an engine is the precondition for a train with 20 
iches. fo pull a heavier train with the same engine requires a change of 
starting time and speed. The Beijing-type locomotive has a sustained power of 

2,/00 horsepower. Its starting power for each wheel circumference is 23,000 

kg. train operation rules prescribe that the acceleration time foratrain 
with 16 coaches (the time required for accelerating from 0 to the normal 
running speed) be from 1.5 to 2 minutes. The test showed that the starting 
time ror a train with 20 coaches was from 1 to 1.5 minutes longer. A 
theoretical calculation has determined that a Beijing-type locomotive, while 
it is going up a 4 per-thousand [as published] slope, can pull 47 coaches from 
a standing start, and while it is going up a 12 per-thousand slope, can pull 
20 coaches. Ona level road, while it is pulling 16 coaches, the maximum 
speed comes to 89 km per hour, and while it is pulling 20 coaches, the 
maximum speed can reach 82 km per hour. The result of the test shows that 
the trip from Beijing to Guangshui is normal. 


However, the train experienced a difficult trial near Lijiazhai Station 
between Guangshui and Xinyang. It had to go up a 5 km long slope at 
Jushengguan with a 12.5 per-thousand grade. Before this stretch the speed 
of the train decreased to 45 km per hour. The engineer was driving carefully. 
He put the speed handle on the 16th position for a full climb for over 9 
ninutes and the train got to the top of the slope at a speed of 28.5 km per 
hour, which was 5.5 km slower than the actual speed. The train arrived at 
‘ongjishan Station on the top of the climb 40 seconds earlier than expected. 
On the section between Guangshui and Xinyang, the speed was 83 km, which 
was 3 km taster than the scheduled speed, and the train arrived at Wuchang 
on time. The trip back from Wuchang to Beijing was also successful. That 
means that the Beijing-type diesel locomotive is able to pull a train with 
20 coaches. This experimental trip provided valuable experience and laid a 
foundation for the use of passenger trains Nos 37/38 with 20 coaches, which 
started 1 October 1984. 
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NEW RAILROAD OPENED IN EAST CHINA 
Beijing TIEDAO ZHISHI [RAILWAY KNOWLEDGE] in Chinese No 5, 28 Sep 84 p 19 


[Article by Zhang HNuaizhi [1728 2037 2535] and Li Jiancheng [2612 1696 2052]: 
"The Fuyang-Huainan Railroad, a New Line on the Jianghuai Plain" 


[Text] The Fuyang-Huainan Railroad, which runs along the western part of 
the Jianghuai Plain and crosses the Huainan-Buaibei coal basin, was put in 
service on 18 November 1983. This road was built to ease the burden on the 
other lines. It not only supplies fuel to the Baoshan Iron and Steel Plant 
but also has an important significance for the improvement of transport in 
the northern part of Anhui Province, for the development of the Huainan- 
Huaibei coalfields and for all industrial construction in Anhui Province. 


Artery Across the Coalfields 


The Fuyang-Huainan railroad was originally part of the Baoshan Tron and Steel 
Plant project. Its mission was to transport coal to Baoshan. logether with 
the Huainan-Yuxikou double-track railroad, the Fuyang-Huainan railroad was 
planned to be built at the same time as the Baoshan plant. The Fuyang station 
will be a station of the future Beijing-Jiujang railroad. Therefore, the 
Fuyang-Huainan railroad is a junction of the Beijing-Jiujang road, the 
Tienjin-Pukou road and the Huainan-Yuxikou road. The cargo through the 
Fuyang-Huainan railroad can be continuously transported on the Tienjin-Pukou 
road and the Huainan-Yuxikou road in the east, as well as on the Beijing-Jiujang 
road in the west, on the Jiujang and Yuxikou road in the south and on the 
Lanzhou-Lianyungang road in the north. 


The Panji coalfield, which the new road crosses, has resources of 6 billion 
tons of coal with a 5-meter-thick coal seam which contains a small amount of 
sulphur and a large amount of energy. This high-quality industrial coal 

is the "king coal'' in Huainan and Huaibei. The average annual production 

of coal from the eastern and western areas of the field is 12 million tons. 
After the remaining parts of the field are built and put in service, the 
annual output of coal will be 24 million tons. The No 1 pit of the eastern 
part of the field has been put into production and its coal is transported 
to the Pingyu power plant via an extension road to Panji. This extension 
road is built especially for coal transport. The Pingyu power plant is an 
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on-the-spot power station. Its annual power output is 2.4 million kilowatt 
hours. This is one of the 70 key projects included in the sixth 5-year 
Construction Plan of China. After the completion of the project, the Pingyu 
power plant will be joined with the east China power network and share in 
the improvement of the power supply in east China. 


Sketch Map Showing the Fuyang-Huainan Railway 





Shangqui “~~ ee aes i, Tiga in 

















Zhengzhou N-—--—-- -To Lianyungang 
Jiahezhai wee = - Xuzhou 
xk ene 
en eee - - Fuliji 
ie Huai He 
Panjixi 
a4 " o oom omeces <a e $ 

Fuyang - ner, . ; Panji 
Xieai - + ae ene enone Bengbu 
Xieqiao- ees 

Zhangl on nee ae Y J 
ar in ———---~-- + Shuijiahu 

wero . —Chuxian 
Huainan = 


Fuyang-Hainan Railway £2 To Shangahi 














ae. Nanjing 
oe ‘Hefei 
aa —Wuhu 
- Yuxikou 








~ — — 
Double truck Single truck Coal mine Power plant 


View of New Railroad 


In the west, the Fuyang-Huainan railroad starts from Fuyang, which is at the 
southern end of the Tanxi-Fuyang railroad, crosses the Xifeihe and Huaihe 
Rivers and the Jianghuai Plain and ends at the Huainan station, joining the 
Shuijiahu-Zhanglou feeder road. It is 126 km in length and has 12 stations, 
22 medium-size bridges and 4 large bridges, including 2 super-large bridges. 
The super-large Xifeihe bridge has 100 arches and is 4,592 meters. The part 
of the bridge over the main river course has a lower truss structure with a 
64-meter span, the largest. The remaining 99-arch part is made of prestressed 
and regular concrete beams. Another super-large bridge over the Huaihe River 
is 3,530 meters long; it is for both railroad and highway transport. Over the 
main course of the river is a 580-meter riveted-steel bridge with six double 
arches. Its largest arch is 96 meters long and has three rail expansion joints. 
The whole bridge has a magnificent appearance. 
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The Fuyang-Huainan railroad has been dcsigned as a first-grade main line. 
From Fuyang to Panji a road bed has been built with another track planned 
for the future. The section from Xieqiao to Panji has been built with piers 
for a double track; however, the bridge is used temporarily for a single 
track. The section from Panji to Huainan already has a double-track bridge. 
The whole line is on the Jianghuai Plain with a mild slope; the maximum 
slope is 4 percent, the minimum radius of the road is 1,000 meters and the 
effective length of the in-service line is 850 meters with 1,500 meters of 
reserved line. The present equipment used is the Progress-type steam 
locomotive with a pulling force of 3,500 tons; in the future, diesel 
locomotives will be considered. The switching, blocking and signaling 
system is semiautomatic. 


Traffic Diversion Duty 


The line, which has been completed but not officially put in service, is 
temporarily used to ease the traffic burden on the older, heavily operated 
lines. The road switches Huaipei's coal, which had usually been transported 
south through Fuliji on the Tienjin-Pukou road, at Tanfu on the Fuyang-Huainan 
road. This diversion can ease the burden on sections from Fuliji to Bengbu 
and improve the transit ability of the Tienjin-Pukou railroad. 


At present, the installation of signalization along the Fuyang-Huainan road 
is not entirely complete. The transport uses a temporary signaling system 
and manual signaling for arriving and departing trains and uses a telephone 
blocking method. To indicate occupied lines, simple roadmark plates are 
used. In-service trains are transferred to the Bengbu Railroad Subdivision 
at the Heiniwa Classification Yark for inbound transport. The section from 
Heiniwa to Liaojiawan is a double-track line; however, at present a blocking 
and signaling system is employed for a single track. In this section two 
regular, northbound trains with coal and two empty, southbound trains are in 
service so far, as are other trains carrying coal from the first pit of the 
Panji mine and some trains with railroad construction materials. 


The Fuyang-Huainan Railraod project is now in its last phase of construction. 
This new line crossing the Jianghuai Plain will be shown on the map of China 
and will serve the four modernizations program. 
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NEW PASSENGER COACHES DESCRIBED 
Beijing TIEDAO ZHISHI [RAILWAY KNOWLEDCE] in Chinese No 5, 28 Sep 84 pp 16-17 


{Article by Qi Yaokun [4359 5069 0981]: “High-speed and Light-weieht Passenger 
Trains Between Guangzhou and Kowloon Welcomed by Passengers from Hong Kong 
and Macao and from Other Countries" ] 


[Text] The special express passenger trains between Cuangzhou and Kowloon 
have light-weight and high-speed coaches which have been designed by the train 
production industry of China with new techniques and which have an advanced 
structure. Their wide and unopening windows give passengers 4 broad view; 
their seats have adjustable backs to add to passenger comfort: the air 
conditioning keeps the inside temperature constant; and the cable color 
television provides entertainment. These coaches have been in service for 

4 years and have been welcomed and encouraged by Hong Kong and Macao Chinese 


as well as foreign passengers. 
Improved Coach Design 


Coaches for these trains on the road between Guangzhou and Kowloon have been 
replaced many times. Railroad transport between Guangzhou and Kowloon started 
in 1911. From then until 1949, when the New China was founded different kinds 
of old coaches had been used, most of them worn out, without enough inside 
light and with rough movements. The train traveled the entire distance of 

182 km in 5 hours. 


After the New China was founded, the rolling stock industries were established. 
The coaches produced were then put in service on the road between Cuangzhou 
and Shenzhen; however, their quality was not yet perfect. Later on they were 
replaced by RZ-23 coaches with comfortable seats that had been produced in 

May 1964. These coaches had a natural ventilation system; thus, in summertime 
the inside was very hot. In July 1966 RZ7-24 coaches were built with a steel 
body and central beam. Its weight was 1,822 kg per meter, and its speed was 
120 km per hour. This coach had air conditioning, which provides much more 
comfort to the passengers, and was the first carriage with air conditioning 

on the line between Guangzhou and Kowloon. Usually these coaches were used 

to carry visitors to the Guangzhou Trade Fair. They were also used on the 
line between Beijing and Shanghai (train Nos 91 and 92). In 1979, using new 
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technology, the RZ-25, a light-weight and high-speed coach, was constructed. 
The date of manufacture was November 1979. These coaches were put into service 
on February 1980 as express train Nos 93 and 94. The structure, the speed and 
the airconditioning technique belong to the second generation of light-weight 
and high-speed carriages in our country. Later, these cars were put into 
service with train Nos 91, 92, No 93 and 94. Starting 1 July 1984, the 
coaches were also used for newly scheduled train Nos 95 and 96. The RZ-24 
coaches, which belonged to the first generation of modern train carriages 

in our country, are still in service between Guangzhou and Shenzhen. The 
changes in the passenger trains on the Guangzhou-Kowloon line reflect the 
achievement in the construction of passenger coaches in China during the 

last 35 vears since the People's Republic was founded 


Applying Bionics 


Men utilize the principles of bionics to study and probe the structural 
characteristics of ecosystems; the transformation of energy and information 
control processes. Applying them to create or improve the mechanisms, 
instruments, construction, technological processes, automatic control 
systems, etc. is now quite common. The designers of the second-generation 
coaches for the line between Guangzhou and Kowloon used the same principles. 


We see that birds and fish have a streamlined shape, which eases their 
movements in the air or on the water, reduces their resistance and speeds 
their flying or swimming, so that they can obtain food and avoid the attacks 
of others more effectively. For the high-speed carriage of a train the 
designers used the same technique. Instead of pressed vertical grooves and 
upper and lower straps on the walls of the carriage and on the cornices, the 
designers made a streamlined shape outside of the carriage, which has less 
resistance against air and enables the train to conserve energy and reach 
higher speeds. 


A powerful man can hardly break an egg by holding it in his hand and a wheat 
or bamboo stem can hardly be broken by the wind, because both objects have 

a pipe-shape structure, which can withstand a larger force from the outside. 
The structure of the high-speed train is a round welded-steel section without 
a central beam. It has a 2-cm thick, wave-shaped steel floor on two carrying 
bridges. This structure has a characteristic similar to an egg shell or a 
wheat stem and can transfer any force equally to its entire surface. Thus, 
it can withstand a larger force, although its weight is lighter than the 
traditional structure. The second-generation carriage is 25.5 meters in 
length and weighs 97 kg less than a carriage of the first generation. 


A woodpecker pecks a tree trunk several hundred times a minute, but has 
never had a cerebral concussion or a headache. A swordfish swims 30 meters 
a second and strikes an object with the power of 150 kg, but does not get 
hurt. These fish and birds have organs that are natural absorbers. The 
woodpeckers’ brain is encased in a spongy bone filled with liquid, which can 
absorb the shock. The upper jaw of the swordfish has a honeycomb-like 
organism filled with viscuous liquid, which absorbs the shock. 


220 








With this information and in consideration of the light weight and high speed 
of the carriage that must suit the requirement of movement at 160 km per 

hour, we accepted a new type of bogie with hydraulic absorbers and metal-rubber 
springs as the contact points. This structure absorbs the vertical shock 

(in other words, noding action) created by the high-speed movement of the 
train as well as the shock over the length. This kind of bogie has side 
frames bent into a V-shape, which is called a V-bogie. It has 870-mm-high 
side-bearing springs, which are 280 mm higher than the original 202-type 

bogie (it has 590-mm springs). The axle-to-axle distance between side-springs 
is 2,400 mm, which is 400 mm longer than the original 202-type bogie. The 
newly designed height of the springs and the length between them can increase 
the resistance to leaning and reduces rocking vibrations and twisting shocks. 
Therefore, the trains move more smoothly and the comfort of the passengers is 
improved. 


Improved Air Conditioning 


the second-generation carriage, compared with the first-generation carriage, 
also has an improved air conditioning system. 


the cooling system of the carriage uses freon-12, which is forced into 
circulation in a cooling machine in order to exchange temperatures. One of 

the main parts of the machine is its compressor. In both carriage RKZ-24 

and carriage RZ-25 on the Guangzhou-Kowloon road, the cooling system is 

located at separate points. The structures of both systems are similar, but 
their characteristics are very different due to the use of different compressors. 
fhe compressor in the first system was weak in its ability to exchange heat. 

In the 69 km which the train traveled from Guangzhou to Shilong, the compressor 
was already overheated and had to be cooled on an emergency basis. Nevertheless, 
the system was used only 2 months a year. In the second cooling system, a 

4FS7B compressor is used. This type of compressor has a better performance, 
works with more stability and has a higher capacity, up to 3,000 calories 

per hour. The machine can operate in any season of the year. In addition, 

the coach has a more reasonable ventilation system and has improved thermo- 
sensitive and electric devices. Instead of the manual control of temperature, 
the new coaches have an automatic temperature control and the air conditioning 
equipment is appropriate. 
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IMPROVEMENT OF CHANGJIANG RIVER SHIPPING SYSTEM REPORTED 
Beijing GONGREN RIBAO in Chinese 5 Nov 84 p 1 


[Report by Li Guisheng [2621 2710 3932]: “Ten Thousand Boats Set Sail On the 
Golden Waterway--Structural Reform of Changjiang Shipping Brirgs Encouraging 
Changes” | 


[Text] Known as the golden waterway, the Changjiang River has taken on a 
prosperous appearance with ten thousand boats setting sail. This is a 
heartening change brought by structural reform of Changjiang shipping this 
year. 


According to the figures, the freight volume and realized profits of the more 
than 20 ports along the Changjiang River from January through September 
increased by 12.4 and 68.5 percent respectively over the same period last 
year. Profits made by the Changjiang Steamship Corporation during the first 
three quarters this year increased by 72 percent over the same period Last 
year. The profits realized by the Hubei Shipping Administration Bureau 
during the first half of this year were equivalent to a threefold increase 
over the same period last year. 


The original management system of Changjin'g shipping was government and 
enterprises combined, ports and shipping undivided. The ports merely served 
the shipping of the Changjiang main lines which were in turn managed by only 
a small number of shipping enterprises. This system was unfavorable to 
mobilizing the enthusiasm of various quarters to develop Changjiang shipping. 
Since the beginning of this year, the Ministry of Communications has carried 
out reform of the Changjiang shipping system: setting up the Changjiang 
Shipping Administration Bureau as an agency of the Ministry of Communications 
centrally responsible for the shipping, administration of the Changjiang 
main lines, port administration, treatment management of shipping lines, 
development planning, transportation markets and other administrative and 
management work; established the Changjiang Steamship Corporation with 
independent accounting: and port management is no longer under the shipping 
enterprises. 


The new shipping system has broken through the division of local and central 
authorities and sole management. Local state-run and civil shipping enter- 
prises have mushroomed. After the Minsheng Steamship Corporation was set 
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up in Chongqing, 8 shipping corporations and joint shipping corporations 
have been newly set up this year in the provinces and cities as well as 
some prefectures and counties along the Changjiang River. The number of 
specialized individual households in shipping has drastically increased to 
over 400,000. 


With the separation of government administration and enterprises and the 
separation of port and shipping management in the Changjiang shipping system, 
authorities in charge of the ports, shipping lanes and shipping administration 
can provide services in shipping without restrictions. Chongquing Port has 
set up a port administration bureau responsible for the entire port within 

the municipal administrative division so that the public docks originally run 
separately by departments and local authorities are now centrally managed 

and docks of all sizes are comprehensively utilized. To facilitate docking 

of local vessels, the Wuhan Port Office established a special local shipping 
division which gives equal treatment and warm reception at the dock of every 
operation area whether they are ships from the Changjiang Steamship Corporation 
or local shipping, large or small freight, state-operated and collective 
enterprises or individual shipping households, which has greatly facilitated 
the navigation of local shipping. According to the figures of the more than 
20 ports along the Changjiang River, the cumulative volume of local shipping 
completed between January and September this year has increased by one-third 
over the same period last year. 
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SHAANXI OPENS NEW HIGHWAYS 
Xi'an SHANNXI RIBAO in Chinese 21 Aug 84 p 1 


[Report by Wang Boqing [3769 3134 3237]: "Shaanxi and Neighboring Provinces 
and Regions Open 46 Highway Passenger Transport Lines" ] 


[Text] Since the beginning of this year, communications and transportation 
departments in Shaanxi have adopted effective measures and actively opened 
direct highway passenger transport with neighboring provinces and regions, 
giving a great deal of convenience to passengers. So far, 46 interprovincial 
passenger transport lines with a total length of over 9,000 kilometers have 
been opened. Over 120 passenger transport cars are dispatched each day 
carrying passengers for more than 6,000 person-times. 


In recent years the interprovincial flow of passengers has rapidly increased, 
but due to some old regulations which divide the provinces along provincial 
boundaries, there have been acute problems of the absence of passenger trans- 
port, passengers having to walk and peasants having to travel over long 
distances to market their goods. Faced with this situation, Shaanxi's 
communications and transportation departments at all levels have liberated 
their minds, set themselves firmly on reform, changed the long-time division 

of provinces along provincial boundaries and made the system open rather than 
closed. In accordance with the principle of enlivening the province internally 
and making highway connections with other provinces and on the basis of equality 
and mutual advantage, they have actively developed interprovincial highway 
passenger transport cars with the communications and transportation departments 
of neighboring provinces and regions and have successively opened inter- 
provincial passenger transport lines from Xi'an to Nanyang in Henan, Tongchuan 
to Luoyang in Henan, Suide to Yinchuan, Shenmu to Tongsheng in Inner Mongolia 
and Shichuan to Wanyuan in Sichuan. 
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BAYUQUAN HARBOR UNDER CONSTRUCTION 
Shenyang LIAONING RIBAO in Chinese 16 Sep 84 p 1 
[Article: Xiu Guojin [0208 0948 6855] and Zhu Wanjun [2612 5502 6874]] 


[Text] How is the construction of the Bayuquan Harbor in Yingkou, one of the 
country's 70 key construction projects? On 4 September, this reporter comes 

here to investigate and finds that the harbor area is already taking shape in 
only 2 months time since construction began. 


Construction of the Yingkou new harbor, one of China's eight major harbors, is 
making progress at a truly amazing speed. Construction began in June this 
year, and 2 months later the harbor area is changed beyond recognition. Even 
comrades of the Harbor Bureau's propaganda section, who visit the construction 
site every 10 days or so, keep saying, "It's changed, changed again!" We come 
to the work ship wharf, where we see trucks moving onto the wharf one after 
another, a huge crane lifting "I-shaped" concrete blocks, each weighing 2-1/2 
tons, and loading them into a barge, and a tugboat towing the barge toward a 
breakwater in the distance. The work ship wharf still has its final stage of 
construction, stone surfacing, to be done, but it was already put to use in 
May. Standing on top of the parapet of the wharf, one can see that little re- 
mains of what was once a hill to the southeast. The isle to the north has 
been connected to land by a stone embankment. The breakwater some 1,500 meters 
to the west from shore has risen above sea level. The land to the east has 
extended more than 400 meters into the sea and become an approach levee to the 
harbor. The temporary southern breakwater, which stretches 581 meters into 
the sea from the edge of the approach levee is almost completed except for a 
top layer of stone slabs. The outer side of the breakwaters and revetments 

is neatly paved with rectangular hollow cement blocks to withstand the pound- 
ing of waves and make the water inside the harbor as smooth as a mirror. Near- 
ly 100 work ships shuttle back and forth, and three dredges are busily at work. 
On shore, pneumatic drills and motors make a racket, and the place is bustling 
with activities. It is learned that directly taking part in harbor area con- 
struction are 10 specialized teams and more than 2,600 specialized personnel. 
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Construction projects outside of Bayuquan Harbor are also making good progress. 
The office building, dining room and garage have been completed for some time 
and are put to use. The microwave building, communications building, hostel 
and No 1 residential building are now being fitted up interiorly. In the res- 
idential area, two stories have been completed of six apartment buildings. 

The earthwork for the water supply system has been finished, and installation 
of equipment is being stepped up. Wide and smooth roads crisscross and extend 
to all parts of the harbor area. 
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LIAONING'S URBAN, RURAL HICHWAYS 
Shenvang LIAONING RIBAO in Chinese 15 Oct 84 p ? 


[Text] In the 35 vears since the founding of New China, transportation ha: 


developed rapidly in Liaoning Province. Transportation routes crisscross, and 
motor transportation reaches all parts of the province. Bus lines serve 94 
percent of the townships and 74 percent of the villages in the province. Even 


remote mountainous areas such as Xinbin. XNifene, Fengchene, Kuandian, Xiuvan, 
Jianping. Jianchaneg and Harqin Left Wing Mongol Autonomous County have put 
end to the past when the only way to go places was on foot. 


In the early davs following the founding of New China, there were only 155 

buses in the province. Now the number is 7,231, a l3-fotd increase. The vol- 
ume of passenger traffic has increased from 610,000 
lion passengers, a 238-fold increase. There were only 25 operatti mm routs in 


nassengcers to 145.14 mil- 


‘ 


the past. There are now 1,108 routes with a total length o! 
kilometers, basically forming a transportation network. 


more than 64 000 


Highway freight transportation also has grown by leaps and bounds. At the 
founding of the People’s Republic, the annual freight transportation was onlv 


2.46 milli m tons. It is now 43.77 milli mn tone } 17-fold increas ° The nume- 


>. 
ber of trucks has increased from 867 in 1950 to 7,602 now, an increase Sy 800 


percent. 
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CIVIL AVIATION GROWING--In the past 
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CHINESE MEDIA ON FOREIGN ECONOMIC AFFAIRS 


WORLD ECONOMY AND CHINA OVER PAST 35 YEARS DISCUSSED 
Beijing SHIJIE JINGJI [WORLD ECONOMY] in Chinese No 10, 10 Oct 84 pp 1-5 


[Article by staff commentator: "The World Economy and China; Celebrating 
the 35th Anniversary of the Founding of the PRC"] 


[Text] During the 35 years since the founding of the PRC, the world polit- 
ical situation has been turbulent and there have been major developments in 
the world economy in the midst of intricate contradictions. Even though 
China's economy has experienced many difficult complications in the inter- 
national conditions since World War Il, it has still made great achievements. 
[he position and role of China's economy in the world economy is becoming 
increasingly stronger. 


[. World Economic Development and Contradictions 


At the end of World War II, serious wounds remained in the economies of most 
capitalist countries and the appearance of the PRC and other socialist coun- 
tries was a heavy blow to the capitalist system in the West. Since the 
1960's, the struggle developed of the two superpowers contending for suprem- 
acy in the world. Although limited warfare has been continuous throughout 
the world, it has not in the end led to a tull-scale world war. During the 
relatively peaceful conditions after the war, there were rapid developments 
in the economies of the Western capitalist countries for over 20 consecutiv 
vears and their rates of development far surpassed those of the prewar 
period. Certain basic political and economic factors of that time helped 

to create those rapid developments. 


[he capitalist world political and economic system formed after the war and 
headed by the United States was favorable to American political and economic 
expansion and thus played a detinite role in promoting the economic growth 
‘f all capitalist countries prior to the beginning of the 1970's. The in- 
ternational currency system established by the Bretton Woods Agreement in 
1944 enabled the U.S. dollar to become a reserve medium as serviceable as 
gold and all countries maintained fixed exchange rates, promoting the rela- 
tive stability of international finance. Tie "General Tariff and Trade 
Agreement" signed in Geneva in 1947 and the repeated talks of this scope 
held on tariff reductions resulted in the climinatioa of trade barriers and 
promoted conditions of dynamic and stable growth in international trade. 
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The great developments made by postwar state monopoly capitalism strengthened 
to a certain extent the intervention in and regulation of economic life. The 
great economic crisis ot the 1930's caused the bourveolsie to generally feel 
that the end of the capital ist form of | roduction had tinally arrived. The 
traditional economics which had always thought that capitalist economies 


could be well regulated through the market mechanism was also frequently go- 


ing bankrupt, and the Keynesian theori« state regulation appeared. The 
Keynesian policy carried out by Western untries for over 20 vears after the 
war plaved a yjor role in stimulating economic growth and alleviating eco- 
nomic crises. 


Prior to the beginning of the 1970's, low-priced raw materials and especially 
low-priced oil was also a major factor in promoting the rapid vrowth of the 


1! - 
western economy. 


+ ’ ‘ . ** 
The early 19/70°s was the turning point tor the postwar Western economy and 
the end of its era of rapid economic growth. The above-mentioned basic 
factors promoting Western economic growth were thereupon gradually transform- 


ed into their opposites. The Western economy changed from rapid growth to 
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f the Bretton Woods conterence were indications of a serious decline in U.S. 
econom ik upremacy. The postwar trend ot trade liberalization and free float- 
ing capital carried out under absolute U.S. economic superiority was replaced 
by the manyv-centered trend of trade protectionism and monetary finance. Even 
though the Reagan government is striving to regain cconomic supremacy, it will 
be ditticult te change this rend. The recent economic crisis in the capi- 
talist world has aggravated the contradictions between the United States and 
its allies, and the Reagan government's attempt to regain economic supremacy 
has sharnened these contradictions. The Western economy is clearly becoming 


multi-certered. 


[he st s by Western governments to stimulate their economies, particularly 
through deficit tinancing and credit expansion, have promoted rapid economic 
yrowth but have also created serious inflation resulting in general "slug- 
fish expansion" since tne ty/U's. Intlation has become the number one eco- 
nomic problem of Western countries and has forced the governments of coun- 
tries such as England and the United States to reluctantly adopt severe re- 
trenchment measures to control it. The major Western countries have clearly 
reduced their inflation rates during the past few vears but have thus paid 
the heavy price of serious economic recessions and high unemployment rates. 
Financial deticits of all countries are now still very huge, which on the 
ne hand causes the real threat of inflation rising again and on the other 
uwkes it hard for real interest rates to be reduced or for a large-scale 
upsurge of fixed asset investment to occur. The maneuverability of the 


governments of all countries in using financial or monetary policies to in- 


fluence economic provress has become even more limited. 


Low raw material prices caused opposition from countries which produce raw 
iteria ind resulted in the oil struggle and crude oil price rises during 


230 











the early 1970's. The era of low-priced oil was from then on gone, never to 
return. The tight world oil supply has been relaxed and oil prices have 
fallen somewhat during the past few years. It is possible that oil prices 
may tend to stabilize in the coming period. But judged by the long-range 
view, the needs of Western countries for the natural resources of devclopiny 
countries including those for oil will also increase. The West has striven 
to lower raw material prices during the economic crisis since the 1980's 
and has enabled the actual prices of primary products in addition to vil to 
be reduced to their lowest postwar level. But long-term lowering of raw 
material prices will certainly create stronger opposition from developing 
countries. 


All of the basic factors which created the downturn in the Western economy at 
the beginning of the 1970's are still developing. Although the Western econ- 
omy is now in a new periodic ascending stage, it will still be difficult in 
the future to break free from the "sluggish expansion" and the crises may be- 
come even more frequent. All major Western countries are now striving to 
promote the development of new technology and industries and thus wish to be 
regarded as a new force in promoting rapid economic growth. The development 
of advanced technology has indeed created great possibilities for the rapid 
growth of productive forces. But it must also be seen that both the wide- 
spread utilization of new technology and the vigorous development of new in- 
dustries require favorable domestic and international economic conditions. 
Whether this new high technology can effectively revitalize the Western econ- 
omy still awaits the test of future practice. 


The Soviet Union's postwar economic growth rate has been higher than that of 
the United States and has thus greatly reduced the disparitics between them. 
Certain Eastern European socialist countries had generally achieved higher 
economic growth rates during 30 years since the end of the war. The economic 
growth rates of the Soviet Union and Eastern European countries have decreased 
since the 1970's and have been even slower since the end of the 1970's and 
during the 1980's. The gradual decrease of natural resources in the western 
part of the Soviet Union, the increase in development costs of natural re- 
sources in remote border regions, the insufficiency of the labor force and 
particularly the heavy burden of arms expansion and war preparations are 
factors which seriously restrict economic growth. Most Eastern European coun- 
tries are still affected by deteriorating trade conditions and foreign debt 
burdens. The problem of economic structures and management systems being 
unfavorable to improving labor productivity and economic results exists in 
both the Soviet Union and Eastern Europe. Economic growth conditions in the 
Soviet Union and most Eastern European countries have definitely improved 
since 1983. They are both carrying out economic reforms to various degrees. 
But economic reform involves the transformation of major economic rights and 
interests and is restricted by factors such as social structure and spiritual 
and cultural conditions. The pace and effectiveness of economic retorm may 
be different in the Soviet Union and Eastern European countries and the dil- 
ficulties encountered by the Soviet Union may be somewhat greater. Lconomic 
reform will have a major effect on the future economic development of these 
countries. 
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Due to the sudden appearance of the Third World since World War Il, ereat 
changes have occurred in the world economic and political structures. The 
economic growth of developing countries has been quite fast, their growth 
rates have been clearly higher than those of developed capitalist countries, 
their proportion of international trade has increased and their proportion 

of industrial manufactured product exports has risen. But most developing 
countries and especially the poorest ones still use primary products as their 
major export commodities and many still rely to a high degree on a single 
export product. The grave effects of colonialism on these countries have 

not been completely eliminated and the old international economic order is 
still a major obstacle to further economic development of Third World coun- 
tries. Along with the deepening of the economic crisis in the capitalist 
world during the 1980's in particular, the costs of primary products on world 
markets have sharply decreased, the trade protectionism of developed capi- 
talist countries has been strengthened and interest rates on international 
markets have increased, causing the unfavorable balance of international pay- 
ments of developing countries to quickly expand and their international debts 
to sharply increase. Western countries have also reduced their aid, credit 
and investment in these countries. The serious economic problems which de- 
veloping countries are faced with also make it difficult for Western coun- 
tries to maintain markets in the Third World and even threaten the whole 
international credit and financial system. Further development of the whole 
world economy relies on changing present conditions in the Third World. 
Cooperation between southern countries is now making progress and this will 
have a profound significance in promoting the economic development of devel- 
oping countries and in improving the role of Third World countries in world 
affairs. 


Future world economic development depends on various complex conditions. 

The worldwide productive forces and the extent of the internationalization 
of production will generally continue to develop but this development will 
be restricted by various factors of an irrational and unstable international 
economic order. World economic development trends thus depend on one hand 
on S&T progress and the expansion of production capacity and on the other 
on the development of various economic and political contradictions and 
struggles, i.e. on continuous progress in the struggles of the Third World 
to achieve a new international economic order and of people throughout the 
world to achieve peace and social progress. 


II. The Role of China's Economy in the World Economy 


Since the founding of the PRC, great achievements have been made in various 
areas such as economic construction and social development. Through carry- 
ing out the socialist revolution and large-scale economic construction, a 
strong socialist economic system and rather independent and complete indus- 
trial and national economic systems have been established and a fairly high 
economic growth rate has been achieved. We have relied on our own strengths, 
changed the past long-term inability of the masses to maintain minimum food 
and clothing standards, eliminated dire poverty and basically guaranteed the 
food and clothing needs of 1 billion people. We have only / percent of the 
world's cultivated land but maintain the livelihood of a quarter of the 
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world’s population. From an “oil-poor™ country, we have entered the ranks 
of the world's major oil-producing countries. We have successfully tested 
atomic and hydrogen bombs and launched man-made earth and communications 
satellites. Hygiene and physical training have vigorously developed and 

the people's health has clearly improved. The Chinese people have heroically 
stood up betore the whole world. 


China's great accomplishments in economic construction were hard-earned and 
underwent a very difficult and complicated process. Through economic block- 
ades and military threats, imperialism and hegemonism long obstructed the 
successful accomplishment of our economic construction; due to a lack of ex- 
perience, certain errors in strategic policy also occurred in our socialist 
construction. But we have finally overcome the foreign obstacles, corrected 
our domestic errors and through summarizing the rich experience of our suc- 
cesses and failures and those of foreign countries since the Third Plenum ot 
the lith CPC Central Committee, have gradually established a socialist road 
built on distinctive Chinese features. Various forms of the joint produc- 
tion contract responsibility system based on socialist public ownership have 
been carried out in rural areas enabling agriculture to make breakthroughs 

in the past 5 years, reversing the long-standing conditions of stagnation and 
hesitation of agricultural production and transforming it from only stress- 
ing grain to comprehensive management of farming, forestry, animal husbandry, 
Sideline production and fishery and of agriculture, industry and commerce 

and from a self-sufficient and semi-self-sufficient economy into one of com- 
modity production. The brand new rural conditions have been expanded into 
the cities. State-run enterprises are carrying out the system of substitut- 
ing taxes tor profits and enterprises are gradually carrving out the contract 
job responsibility system, gradually changing the long-standing equalitarian 
conditions of enterprises, staff members and workers all eating out of “one 
bit pot,” enabling the initiative of enterprises to be expanded and the en- 
thusiasm of staff members and workers to be greatly improved and strengthen- 
ing economic results. Economic reforms are unfolding and brand new condi- 
tions of vigorous development are emerging in the four modernizations. 


The PRC's foreign economic relations have developed very quickly. We have 
actively developed equal and mutually beneficial economic cooperation based 
on self-reliance with all countries throughout the world since 1978, striven 
to increase exports and actively imported foreign capital and advanced tech- 
nology, realizing an open door economic policy and enabling our economy to 
more quickly enter the ranks of the world economy. Our annual export trade 
growth rate has been quite high during the past 5 years, enabling China's 
position among the world's exporting countries to rise rapidly. We have 
expanded businesses such as import and new materials processing, new mate- 
rials assembly, joint and cooperative management and compensatory trade and 
developed the overseas businesses of contract projects and labor coopera- 
tion. Our international tourist trade has also vigorously developed. We 
have also opened up special economic zones and many port cities, forming a 
forward position for the open door policy in the vast coastal areas. 


China's beginning to carry out the open door economic policy at the end of 
the 1970's and the continued rapid development of our foreign economic 
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relations suited the development of our international political and economic 
conditions. We established and developed economic and trade relations with 
many countries after the founding of the PRC, but various forms of blockade 
policies imposed on us by certain imperialist countries headed by the United 
States greatly limited our foreign economic relations of that period. There 
were great developments in our economic and trade relations with the Soviet 
Union after the founding of the PRC, but the Soviet Union carried out hege- 
monistic policies after the 1960's, Sino-Soviet relations deteriorated and 
the Soviet Union also blockaded us. Our foreign economic relations were 
clearly limited by the international conditions and various objective factors 
of that time. We finally recovered our legal standing in the U.N. in 1971. 
Sino-Japanese relations were normalized in 1972, we officially estab] ished 
diplomatic relations with the United States in 1979, and economic and trade 
relations between China and major capitalist countries have thus been enabled 
to develop quite rapidly. Along with the development of the struggle of 
Third World countries to establish a new international economic order and 

the constant strengthening of the economic forces of developing countries, 
our economic relations with Third World countries have also further developed. 


China's beginning to carry out the open door economic policy at the end of 
the 1970's was also consistent with progress in the development of our so- 
cialist economic construction. We had by then built the national economy 
into a fairly complete socialist industrial system. The large-scale open 
door economic policy which we carried out under these conditions had a fairly 
solid material base and social power. The policy we have adopted of taking 
self-reliance as the major factor and seeking foreign aid as a supplement 
relies mainly on domestic markets and resources. The serious economic reces- 
sion in developed capitalist countries and the world economic depression of 
the past few years have thus naturally also formed corresponding obstacles 

to the rapid development of our foreign economic relations, but the unfavor- 
able effect of world economic conditions on China has obviously not been as 
clear as it has on certain other developing countries. We have established 

a strong, publicly-owned socialist economy, and the status of the socialist 
economy in the national economic ownership structure is absolutely superior. 
In order to invigorate our economy under these conditions, we have developed 
a certain number of Chinese-foreign industrial-commercial joint ventures, 
plus wholly-owned foreign enterprises to supplement the socialist economy; 
this is fundamentally different from the conditions existing during our early 
post-liberation period in which the publicly-owned socialist economy had not 
yet been fully developed. Carrying out a large-scale open door economic 
policy based on a strong socialist economy and an independent national eco- 
nomic system has provided the major prerequisites to utilize foreign funds, 
technology and markets and to promote development of the economy of our vast 
coastal and inland areas. We have used certain long-term, low-interest 
foreign loans in the past few years to successfully carry out certain large- 
scale construction projects with large investments and long construction 
periods, imported advanced technology and learned certain advanced enterprise 
management experience and foreign trade work skills. The basic way for us 

to realize the strategic duty of quadrupling the gross annual output value 

of industry and agriculture throughout the country by the end of the century 
will be through technical progress. The present rising tide of the new 
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world technological revolution has provided good development opportunities 
ior our modernization. 

China's economy will more prominently demonstrate its importance in future 
world economic developments. Our carrying out of the open door policy and 
active development of foreign economic relations are closely connected to 
our toreign policy of maintaining independence, keeping the initiative in 
our own hands and peacefully coexisting. These policies are in accord with 
our conditions and interests and also with the interests of economic develop- 
ment throughout the world. We will fully utilize our international economic 
and political conditions to build the socialist material and spiritual civi- 
lizations. Our creation of a socialist road founded on distinctive Chinese 
teatures will certainly have a profound effect throughout the world. 


Ill. Face the World and Welcome the Future 


During the 35 years since the founding of the PRC, creat changes have oc- 
curred in the world, in China and in the economies of the world and China. 
These changes have basically changed the appearance o! the whole world. 
China's world economic research work has been gradually developing along 
with our foreign economic relations and the whole world's cconomic develop- 
ment. 


For a fairly long period of time in the past, serious dogmatism and “left" 
trends have existed in world economic research. During the initial period 
of the founding of New China, we proposed the study of Sovict slogans. It 
was absolutely necessary to study the experience ot the Soviet Union's revo- 
lution and construction; but copying the Soviet Union's past patterns and 
methods was seriously divorced from China's actual conditions, as we brought 
in methods unsuited to our national conditions and even adopted wholesale 
certain unsuccessful Soviet Union experiences, serious!y hampering our eco- 
nomic construction. As to certain experiences of Western capitalist coun- 
tries in developing their economies and Western bourgeois economics, we per- 
sistently adopted an attitude of total denial and complete rejection. We 
have basically corrected the aforementioned dogmatism and "left" trends dur- 
ing the past few years. But in the areas of toreign economic work experi- 
ence and Western economics, the blind tendency to neglect analysis and 
criticism which still exists to a certain extent should be brought to our 
attention. The present Western system of economics has been further debased. 
Individual principles and methods of Western economics and certain economic 
development and management experiences are of course suited to certain needs 
of modern production socialization and can provide references tor us. We 
must study all successful and advanced foreign expericnce. But we must in- 
crease our study of all foreign things and absorb them analytically and 
critically. 





Along with the further development of China's economic construction and for- 
cign economic relations, our world economic research work will be faced with 
more honored and difficult duties. We will further carry out the policies 
of integrating theory with practice and seeking truth trom tacts in our 
study of the world economy. We must conscientiously study both the past 
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world economy and even more thoroughly the present and future world economy. 
We will serve China‘s modernization, our open door policy and our diplo- 
matic policy of maintaining our independence and keeping the initiative in 
our own hands and make contributions to world peace and the wellbeing of 
mankind. 


12267 
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25 March 198: 


TAIWAN 


PRESLDENT CHIANG MEETS ROK FINANCE MINISTER 
OWO70245 Taipei Domestic Service in Mandarin 2300 CMT 4 Mar 85 


[Text] President Chiang Ching-kuo pointed out that economic cooperation 
between the Republic of China and the Republic of Korea not only is conducive 
to the sustained economic growth of both countries but also to the economic 
stability and development in the western Pacific region. 


President Chiang made this remark when he met with Korean Finance Minister 

Kim Man-chae and (Chon Tae-yun), chief of the Korean Finance Ministry planning 
department, at the Presidential Palace on the afternoon of 4 March. The Korean 
officials are in the Republic of China to attend the 18th Sino-Korean economic 
cooperation meeting. After welcoming them, the president said: China and korea 
have identical [words indistinct] and have always maintained good diplomati. 
relations. The governments and peoples of the two countries cherish ftreedom 
and democracy which have enabled them to maintain close contacts and cooperation 
in various fields. The annual Sino-Korean cconomic cooperation meeting, which 
has been held since 1966, has given the two countries an opportunity to study 
ind discuss questions concerning economic cooperation as well as enhanced the 
scale of economic cooperation through frank discussions and exchanges of views, 
thereby maintaining the economic stability and development in the western 
Pacitic region. 


Kim Man-chae thanked the president for receiving them. He also stressed the 
importance of the Sino-Korean economic cooperation meeting in expanding economi« 
relations between the two countries. 


CSO: 4006/453 








PAPER DISCUSSES EXPORTS TO U.S. MARKEE] 


OWO80421 Taipei CHING CHI JIH PAO in Chines, Lar 
(Editorial: "Attach Importance to U.S. Demand r | 
[Excerpts] The Board of Foreign Trade under the Mi 
announced yesterday that in order to export 1950 hin 


United States duty-free under the general syste 
facturers and suppliers concerned should 
provide information on supply, sales, labor, waves, 


so that such information can be passed on to Lin 


the May deadline. 

The United States has put forward the demand at thi 
the GSP by extending the period of this system to & 
According to the new regulations, in the neat - 
ment concerned will conduct an “overall examination" 
countries receiving preferential treatment. he “ove 
the competitiveness of the products and the eartent 
commodity and service markets in those comtrit: 


examination" will be submitted to the U.S. president, 
products coming from countries receivins 
in the U.S. market according to the 
be considered as "graduated" and should 


preterentil i] 
new revulations; 


no loncer en’ 


In addition to supplying information to the United St 
is suggested that the Board of Forcign trade 
the data and compare our situation with that ©! 


Hong Kong. Thus, we will be able to present the ry 
express our views to the United States and will t 
U.S. decision and will not put ourselves in a puss) 
the matter with the United States. 

Last year, the amount of our exports to the United St 
GSP system was as high as USS3.2 billion, uit i 


exports to the United States from countries rece 
Our country still enjoys the most preferential treat 
of view, our exports to the United States under tin 
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than one-fifth of our total exports to that couatry which amounted to some 
US$14.7 billion. Therefore, whether we can continue to receive this duty free 
treatment is a question of utmost importance to the expansion of our exports 

to the United States. The demand for information is only the first step that 
the United States has taken after the revision of the GSP, and more demands are 
expected in the future. In view of this, we urge large exporters to train their 
own personnel in international business law to be able to undertake marketing 
responsibility. We also hope that the Board of Foreign Trade will establish 
special organs to hold foreign trade talks, recruit more international law 
experts and people versed in foreign languages and with foreign trade expertise, 
and strengthen cooperation among exporters. In addition, it is imperative to 
constantly study the problems encountered in foreisa trade and adopt the strategy 
of unified command and coordination so as to safeguard our due rights and 
interests when holding foreign trade ta!ks and to minimize the harmful effects 
we must suffer. 


CSO: 4006/453 
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JPRS- CEA-85-0 
25 March 1985 


TAIWAN 


EXECUTIVE YUAN APPROVES CAR INDUSTRY PLAN 
0W010321 Taipei CNA in English 0311 GMT ! Mar 85 


[Text] Taipei, 28 Feb (CNA)--The Republic of China will lower import tariff 
on cars below 3.5 tons in weight annually from the present 65 percent to 30 
percent in 6 years. 


As to the countries restricted for this nation’s traders to import cars, the 
government has decided to maintain the present status and will discuss the 
policy in 1991. 


The executive Yuan Thursday approved the 6-year car industry development plan 
at a regular meeting. 


The plan also provides that self-production rate of sedans will remain at 
70 percent in the first 3 years (1985-1988) and reduce to 50 percent in the 
later 3 years (1989-1991). 


Tariff on auto parts will be averaged at 35 percent in the first 4 years and 
will be cut to 25 percent in the 6th year through annual reductions. 


To introduce auto manufacturing technologies from abroad, the government also 
welcomes foreigners to invest in this nation's car industry. However, their 
partners must be Chinese nationals if some of their products will be sold 
locally. If their products are only for exports, then their partners would 
not be necessary Chinese. 


Under the plan, the government will also make measures to eucou! inese 
manufacturers here develop important auto parts in order to ups,ra_. auto 
products. 


The plan, through tariff reduction, is aimed at lowering protection to the 
industry and advancing competitiveness in world markets. 


CSO: 4020/135 
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JPRS- CEA-85-031 
25 March 1985 


TAIWAN 


BRIEFS 


FISHERY ACCORD WITH MICRONESIA, ILNDONESIA--Taipei, 7 Mar(CNA)--The fishery 
cooperation agreement between the Republic of China [ROC] and Micronesia has 
been renewed and the range of cooperation expanded, fishery sources said 
Thursday. Taiwan Provincial Fishery Bureau said under last vear's agreement, 
only four fleets of purse seine fishing boats from the Republic of China were 
allowed in Micronesia's fishing zone. Following negotiations between both 
sides, the bureau noted, an unlimited number of tuna fishing boats under 

300 tons were added to the new agreement. In addition, Micronesia also 

igreed to lowering fees this nation's fishing boats must give to fish in that 
Pacific area, the bureau added, without specifying how much was cut. Meanwhile, 
the Executive Yuan also approved Thursday a 2-year extension of the agricultural 
cooperation agreement between the ROC and East Java, Indonesia, retroactive 

to No 7, 1984. According to a memorandum signed by representatives of the two 
governments on 8 February, the ROC will send 13 agricultural and tishing 
experts to East Java to help them develop fish culture, horticulture, animal 
husbandry, and soil conservation. [Excerpts] [Taipei CNA in English 0236 GMT 

8 Mar 85 OW] 


INVITATION TO FRG FALR--Taipei, 7 Mar (CNA)--The municipal government of Hanover, 
West Germany, has invited this nation's industrialists to set up their European 
headquarters, sales offices, marketing posts or manufacturing plants in Germany 
for better access to the world's markets and their advanced technologies. The 
Hanover government has also invited government officials and enterpreneurs 

of the Republic of China to attend a special briefing and reception in Germany 

to acquaint them with the commercial park at the trade fair, a newly created 
German industrial site for high technology investments. The briefing will be 
held in Hanover on 18 April, the second day of the Hanover fair. [Excerpt] 
[Taipei CNA in English 0246 GMT 8 Mar 85 OW] 


1984 STRATEGIC INDUSTRY EXPORTS--Taipei, 4 Mar (CNA)--The Republic of China's 
products in the field of strategic industries in 1984 were valued at NT dollars 
324.6 billion (U.S.$8.12 billion), accounting for 27.5 percent of the exports 
value for manufacturing goods, and a hike of 27.9 percent from the 1983 level. 
The Council for Economic Planning and Development the nation’s highest 

economic planning and evaluating organization, said Sunday that in terms of 
export structure, electronic products accounted for 21.4 percent of the exports 
value. Total exports of manufacturing products reached NT$i,178.8 billion 
US$29.47 billion) in 1984. [Text] [Taipei CNA in English 0942 GMT 4 Mar 85 OW] 
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25 March 1985 


ELECTRONICS EXPORTS--Taipei, 10 Mar (CNA)--Exports of electronic products 

from this country broke the NT$200 billion (US$5 billion) mark last year, 
becoming the top category of items in foreign trade. The exports, totaling 
NT$216.27 billion, grew 29.1 percent over those of the previous year, accord- 
ing to the Coumcil for Economic Planning and Development. Imports of elec- 
tronic goods last year reached NT$104.18 billion (US$2.5 billion). Among the 
items imported, parts of electronic calculators climbed by 96.9 percent from 
1983 and those for semi-conductors and test instruments increased by more 

than 50 percent over 1983. Computers and peripherals were the best export 
items in the electronics category, amounting to NT$30 billion, last year. 
However, some products’ exports declined last year, including black-and-white 
television sets, electronic toys, video game machines, and color TV tubes. The 
export structure for electronic goods is also changing because the value of 
exported telecommunications items, computers and test instruments increased 
from 15.3 percent of the total exports of electronic goods in 1983 to 21.4 per- 
cent of the total last year, statistics of the council show. [Text] [Taipei 

CNA in English 0250 GMT 11 Mar 85] 
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JPRS- CEA- 85-03] 
25 March 1985 


L\ONC KONG MEDIA ON CHINA 


HONG KONG ASPECTS OF CHINA'S ECONOMIC REFORM 

Hong Kong JINGJL DAUBAO in Chinese No 44, 3 Nov 84 p 29 

/Article by Ni Shaojie /0242 1421 0267/: “Break Out of Limiting Circumstances 
and March Towards Prosperity; Discussion of China's Economic Reform and Hong 


Kong'"'/ 


" . ' . " ~- . . 
/Text/ China's economic reform can accelerate the pace of making Chinese society 


prosperous and eed up t pace of the four modernizations. For a long time 
China's productivity nas been under the influence of many stifling dogmas and 
its development has been le than ideal. in the 30-odd years since liberation, 
many key production materials have been in shorter supply than during war 
rationin:. There ave been no further improvements in the quality of the life 

yf the people and the yoal satisfying the people's cultural and material 
needs is stil! far off with the yap continuously widening. If the state economy 
doves not develop quickly and the people's lives do not improve rapidly then 

the state cannot be prosperous and strong. China's economic reform will clear 


away obstacles on the road ahead, liberate the state's latent productive power 
from the fetters of various ultra-"leftist™ views and eliminate in particular 


some ossified urban economic regulations. We can see from the published docu- 
ment /about China's economic reftorm/ that these reforms originate from a desire 
to make the people happy and thi Late prosperous and strong. They draw a 


beautiful picture of a China with a bright and unprecedented economic future. 


irst, the Chinese Government i letermined to implement the "economic respon- 


sibility system." ‘MIhis is a correct decision that breaks old molds. It 

relates to a serie f reforms in the wage, administrative and enterprise 

manayement ste ind market regulating and pricing. In particular, sanc- 
’ 


tioning the laws of irket deve! ent avoids the dislocation of commodities 
in productior ind marketiny and the necessity of recalculatin the true value 
in the internationa irket, 1d also avoids, to a yreat extent, lagging behind 
th ictual itaution in the international market, but not to the point of our 


being placed int tat ivit r restricted in anyway. The significance 
' this r intermation rade that an emphasis on turning inaction into 

action will provide mot tunitl t nrich the country and enliven pro- 
luctiol 1 tn t 

The 3d Plenar ession t 2 irty Central Committee proposed "breaking 

the tradition ot! tting t lant nd commodity economies in opposition"; 








“the planned economy must consciously adhere to and utilize price laws"; "to 
retorm the current planned system we must as needed gradually reduce the scope 
ot ordered planning and expand the scope of guided planning." "The economy 

can be enlivened only by fully developing a commodity economy" was also stressed. 
All of these propsals have a definite role in eliminating abuses in the urban 
economy and price system that hamper the development of productivity and thus 
fully guarantee that all enterprises can be vigorous and easily achieve results. 
{t is undeniable that the whole Chinese economy will have to undergo many hard- 
ships before finding its own way. It is estimated that through this bold and 
decisive reform, there will be a tremendous transformation of industrial and 
commercial enterprises within 3 to 5 years in the direction of better health, 
wealth and prosperity. 


Everyone knows that an effective way to guarantee a successful business is to 
strengthen its business activities, emphasize efficiency above all else, 
separate business from politics, apply what is known, and have a skilled under- 
standing of the mutual effect and changes of market adjustments and price 
policies. China's price reform allows commodities to reflect real value and 
demand. In this way, market forces will change from being market adjustments 
and each rise and fall will have a basis. This will greatly transform the 
present irrational commodity pricing system. An even more important point 
stressed by the reform is that the development of production must be based 
upon what the state economy can bear, making the reform more practical. Ina 
planned and gradual way, the people's real income will have to rise gradually 
and the state will slowly encourage people to consume more to improve the 
quality of life if conditions warrant. After a long time, the Chinese people 
will generally know how to produce, consume, spend and earn noney, and China 
will take her place in the forest of powerful nations and wealthy people. 


We should regard the reform as a sound strategy suited to the problem. Never- 
theless, success still depends on a uniform voice throughout the land, thorough 
implementation of the requirements of the reform, and a desire to succeed. 

At the same time we must not forget to reinforce our efforts to find additional 
international trading partners and establish good trade relations with them. 

we must strengthen our legal spirit, develop a commercial moral code, abolish 
bureaucratic habits, uphold honest practices and exhibit a magnificent demeanor, 
{hen we can reduce contlicts that might arise in international trade. 


After 1997, Hong Kong will maintain its current economic system and life style 
unchanged for 50 years. Following implementation of China's economic reform, 
the people's quality of life will rise, economic ties with Hong Kong will 
naturally be closer and China's inland goods and resources can support Hong 
Kong's economy, satisfy the needs of her residents, and promote the prosperity 
of Hong Kong's trade, and social stability. Additional Hong Kong goods can be 
sold in the huge inland markets. This has a role in promoting industrial 
investment and expanding production, in turn encouraging lively developments 

in financing and import and export trade. At present, inland China is Hong 
Kong's greatest source of imported goods. I[t is also the second largest market 
for Hong Kong's exports. This is the result of mutual encouragement. The 

Hong Kong economy can become a developed asset to China because Hong Kong's 
modernized facilities in the economic, telecommunications, trade and other areas 





can be utilized. Under China's wider open door policy, economic cooperation 

and the mutual support of goods and materials will further increase and exchanges 
will grow daily. Hong Kong's position will become increasingly important, 
whether before or after 1997. Maintenance of prosperity and stability is the 
common aim of all Hong Kong residents. 


12615 
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JPRS- CEA- 85-03] 
25 Marci 1985 


HONG KONG MEDIA ON CHINA 


BANK OF CHINA COLLECTS HK 10 BILLION FOR POWER PLANT 
Hong Kong TA KUNG PAO in Chinese 20 Nov 84 p 4 


/Article: "Foreign Investment Funds Raised for Guangdong Nuclear Power Plant, 
Bank of China to Raise HK 10 Billion in Hong Kong; Loan Repayment Period 
Revealed to be 20 Years, Banking Circles Describe It As Largest sanking Group 
Sum Ever Lent in tong Kong; Next Month China Power and Guangdong Will Sign 
Contract Formally Establishing a United Company"/ 


/Text/ Reliable sources have revealed that the main Beijing Branch of the 
Bank of China /BOC/ is in Hong Kong right now collecting the necessary foreign 
investment funds for a long term banking group loan to construct the Cuangdong 
Nuclear Power Plant, estimated to be HK 10 billion. 


Hong Kong's banking circles have described the loan as the largest bank loan 
in Hong Kong's history. [t is reported that construction of the Cuangdong 
Nuclear Power Plant will cost approximately HK32 to 36 billion, two-thirds of 
which will be foreiyn funds and the remaining third, renminbi. The state bank 
is collecting funds for HK 5 billion of the foreign portion to be used to 
purchase a reactor from the French /Famatong/ Co. The British General Electric 
Co will supply a conventional generator for HK 5 billion. The British Export 
Credit Insurance VOfitice will collect the funds. The remaining approximately 

HK 10 billion in foreien investment will be collected by the BOC. 


Our sources said that the amount collected by the BOC will be a Long-term 
loan, to be repaid 10 to 13 years after the power plant goes into operation. 
Loan repayment will take 20 years since it is estimated that the power plant 
will commence operations in 1991. 


The China Electric Co, Ltd of Hong Kong has reached an agreement with the 
Guangdong side. he power plant will have a steady source of foreign exchange 
income, because once the plant is fully operational, Hong Kong will purchase 

7 billion kw of electricity every year. There is no cause for doubting that 
the loan can be repaid. 


It was reported that the interest rate on this huge bank loan attracted the 
attention of banking circles. 





Our sources said that everything is currently in order to prepare for construc- 
tion of the Guangdong Nuclear Power Plant. The discussions between China 
Electric and Guangdong Province are only regarding some minor technical ques- 
tions and ic is estimated that signing of a formal contract will take place 

in the middle of next month and a united company will be set up. 


12615 
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HONG KONG MEDIA ON CHINA 


PRESS REPORTS BEIJING TELEPHONE PROBLEMS 
Hiong Kong TA KUNG PAO in Chinese 20 Nov 84 p 2 
/Article: “Beijing Paper Urges Residents, Please Don't Cook ‘Telephone Congee'"/ 


/Text/ There was a complaint in the Chinese press on Monday that if local 
residents would only “boil telephone congee" less, then China's telephone 
system, which has busy lines and bad connections, would be more effective. 


A short commentary in the RENMIN RIBAO sought to rectify the increasing number 
of people who chat on the phone. It said, "Please restrict your calls to 3 
minutes.” 


An article entitled, "China's Phones that Give People lieadaches" in BEIJING 
ZHOUBAO /Seijing Review/ said, "It is not easy to make a phone call in China. 
Sometimes placing a call makes normally gentle and polite people lose their 
tempe r . 


In the world's most populous country there is an av rage of only one telephone 
per 200 people. Common telephone problems include having to wait too long, 
hearing busy signals, echoes and static, getting cut off and wrong rumbers. 


There is no direct intercity and overseas long distance phone service except 
for that in some special economic zones in Guangdong and Fujian, 


The problems have been particularly notable and the demand for phones greater 
since China opened to the outside, invited foreign companies to set up offices, 
and peasants to engage in commerce. 


The RENMIN RIBAO article said, "Experts say that besides a shortage of phones 
and lines, a major cause of phone problems is that people have no idea how 


long they talk on the phone." 


BELJING ZHOUBAO quoted an official from the Bureau of Posts and Telecommunica- 
tions: "Some people have no notion of time." 


Right now, a local call costs only RMB 4c, regardless of the length of the call. 
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The RENMIN RIBAO proposes that the cost of a call should be calculated 
according to length. Acditional money should be added after 3 minutes. 


The majority of China's 5 million phones are public phones, installed in 
stores, hubs of public transportation, restaurants and hotels. Private phones 
are available only to foreingers, government officials and party members with 


special privileges. 


Loug lines of people waiting to use public phones are a common sight in Beijing's 
train station and airport. A person may stay on the phone for half an hour or 


more. 


The Chinese Government says it plans to invest 80 billion yuan ($29.6 billion) 
in the next few years to modernize its phone equipment. Some of China's phone 
equipment dates back to the 1930's. 


This plan means the installation of almost 34 million phones and the purchase 
ot foreign-made computerized switchboards, digital microwave stations, satel- 
lite telecommunications equipment and optical fiber lines by the end of this 
century . 


A Ministry of Posts and Telecommunications official said that direct inter- 
national phone service will be available next vear in Beijing, Shanghai, Tianjin 
and Guangdong. 


Larlier this month, the magazine OUTLOOK /LIAOWANG/ said, "For many years China 
has had undeveloped markets and an undeveloped economy. Most administrators 
have no idea of the role played by communications in modern society." 


lt said, "Many people believe that a telephone is a luxury and they do not 
realize that phones are essential tools to production and social activities.’ 
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CAUTION ON PRIVATE MONEY HOUSES DISCUSSED 
Hong Kong WEN WEI PO in Chinese 28 Nov 84 p 3 
[Article: "We Should Be Discreet About Private Money Houses" ] 


[Text] According to reports from newspapers in the hinterland, small money 
houses run by individual households have appeared in the small cities and 
towns near Wuhan City. Their activities of handling savings and credit 

and loans for the nearby collective enterprises have been greatly welcomed. 


The matter of individual households running money houses is an extremely 
fresh one. In a developed commercial society, small money houses would 

not have existed at all. It is because this is a very low-level form of 
monetary business. The major reason why it is able to sprout is because 
the banking service in China has failed to catch up with the situation of 

the economic reform. Many places lack the banking services which can promote 
the development of the local industry and commerce. Even if there are banks, 
these banks are like government organs. Instead of serving the depositors 
and the collective enterprises, the banks set up many rules and regulations 
of control, restriction and oppression. Sometimes, they ask all kinds of 
questions when the depositor wants to withdraw money. As a result, the 
depositors do not want to put money in the bank. 


Presently, the interest for the bank savings is low, while the interest 

rate for loans is high. The gap between the interest rate for savings and 
the interest rate for loans is big. Because it is a monopoly, no compet ition 
is necessary. This is unfavorable to the prosperity of China's economy. 


At present, the Central government has decided to reform the banking system 
to overcome the above mentioned shortcomings and to encourage competition 
among banks. 


However, there will be great sequelae and greater abuses if we allow the 
small money houses run by individual households to enter into competition 
with the banks. Even in a capitalist society, strict regulations are set 

up to control small money houses and to prevent them from robbing the bank's 
business. 








This is because the bank does not have a complete supervisory and 
administrative system. We must maintain a definite proportion of circulating 
funds, and must have regulations concerning the standards of monetary loans. 
Controlling the bank will ensure normal order in the economy of the whole 
society, and prevent an economic standstill or a major decline ot the whole 
society as a result of the closing of banks. 


When the banking business is replaced by individual small money houses, 
the first problem is onc concerning skilled personnel. This is because 
the individual households do not have the knowledge of bank management, 
and do not have sufficient commercial news. If a money house provides a 
large amount of loans to those undertakings which are temporarily and talsely 
prosperous but which will take unexpected turns, then the money house will 
close down when the business of those undertakings collapses, and all the 
depositors who have deposited money in this money house will “suffer the 
same fate.” Secondly, the small money houses do not have a strict system 
otf management. If there is a large sum of deposits and if there is 
corruption, then the consequences will be unthinkable. 


It is unsuitable to “relax” on the issue of money houses. "Relaxation" 
will bring about confusion. It is necessary to advocate competition among 
banks. But we must think clearly before we allow competition between the 
uncontrolled small money houses and the controlled banks. 
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GUANGZHOU'S TERTIARY INDUSTRIES RISING 
Hong Kong WEN WEI PO in Chinese 16 Nov 84 p 3 


/Article: “Guangzhou's Tertiary Industry Swiftly Rising; Last Year Tourism 
Alone Made 300 Million Yuan, Hotels Annually Put Up 10 Million Chinese and 
Foreign Visitors"/ 


/Text/ For the convenience of Chinese and foreign travellers and the livelihood 
of the local people, Guangzhou is actively developing tertiary industries. In 
1983 the income from tourism services in the whole city was more than 300 mil- 
lion yuan, double that of the 1978 figure. 


At present, 1.55 percent of the city's population and 6,500 state enterprises, 
collective and individual households engage in occupations related to the food 
and beverage trades. More than 280 peasant families have opened tea houses, 
cafes and restaurants. Covered foodstands are all over the large streets and 
small alleys, not allowing the statement "Eat in Guangzhou" to be void of 
meaning. Right now, famous dishes and fine food can be sampled not only in 
renowned restaurants, but mom and pop shops, brother and sister stalls and 
peasant family stands can do everything to make a feast and create fine 
delicacies. 


Hotels and restaurants are also springing up in Guangzhou. There are more 
than 10,000 hotel rooms and several tens of thousands of beds in the city 
right now. Every year more than 10 million Chinese and foreign guests come 
to the city. 


Guangzhou also provides services to peasants and businessmen coming into the 
city from elsewhere. In the past year, 46 trade warehouses and 40 agricultural 
and sideline products wholesale and retail markets were set up in the city for 
businessmen from the country's 21 provinces and municipalities. At present 
more than 40 percent of the city's fish, meat, poultry and eggs are provided 
by suburban peasants and other provinces. 
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MORE PAID LEAVE FOR GUANGDONG CADRES DISCUSSED 
Hong Kong TA KUNG PAO in Chinese 28 Nov 84 p 3 
Article by Tian Ming [3944 2494]: "More Paid Leave for Guangdong Cadres”"] 


[Text] The Beijing government organ announced a new policy stating that 
is of the new year, lunch breaks will be shortened to one hour in order 
to meet the needs of external work. 

[This retorm was just right. In the past, the cadres working in the govern- 
went organs and enterprises in China all took mid-day naps. This was well 
xnown throughout the world. The lunch break everyday was roughly two to 
two and a half hours long. While some people felt that it was a good 

habit to take mid-day naps, cpinions differed as to whether it was good 

or bad that the working personnel were full of energy .n the afternoon. 


[un any case, it was a frequent occurrence when those people who were anxious 
to take care of their business were denied entrance because the cadres and 
statt members had to have their mid-day naps. In recent years, more foreign 
organizations have been stationed in Beijing, and more business exchanges 
with foreign countries have been undertaken. The foreigners had a lot 

f complaints about being denied entrance. 


[wo years ago, the foreign correspondents stationed in Beijing once reported 
the following situation at a aational press conference. They criticized 
i specific instance about the long mid-day break of the CAAC Ticket Office 
during which no tickets were sold. Some toreigners arrived at the office 
it 11:30 in the morning to purchase a ticket. The workers handled the 
ticketing in an unhurried manner. Then, by noon time, lunch break was 
innounced and the customers were asked to return in the afternoon. The 
‘reigners criticized that the Chinese business organizations were like 
the “government offices in teudal China.” In fact, they were right. The 
ivil aviation bureau was 4 government department. In those days, before 
it became an enterprise, was it tt indeed a “government office"? 


There are more disadvant age than advantages to a lunch break that is too 


long. Presently, Beijing has already become an international city and has 
become involved with more torcie ifttairs. <A retorm of the administrative 
vstem is certainly necessary. Although a mid-day nap is a trivial matter, 
yet stopping business operat io ”! long period of time during the day 
loes have a great impact, and must be changed. 











This reform will also bring about some new problems. The cadres and staft 
members will have to eat their lunch in one hour. This means that the 
cateteria should offer faster lunch service, and more fast food restaurants 
with inexpensive and good food should be opened. After all, we cannot let 
the large numbers of cadres and staff members work on an empty stomach. 


Another advantage to pushing the new policy is that the pace and etticiency 
of work of the various functions in society will be accelerated. This is 
in line with the principle of “efficiency is life, and time is money.” 


Shortening the lunch break will definitely enable the workers to get out 
of work earlier. This offers an advantage to the cadres and statf members 
in arranging their sparetime life. 


In a southern city Like Guangzhou, the lunch break is especially long during 
the summer. Some lasts three to three and a half hours. The workers then 
work till 6 pm. This way, the cadres have greater difficulty in arranging 
their livelihood. 


At present, the system of the government organs in Guangzhou is also being 
changed. This year, the most prominent change is the increase in paid 

annual leave, from 10 days to 1 month according to length of service, tor 
cadres and staff members of the provincial and municipal organs and pro- 
tessional units. The provincial and municipal organs have tormally announced 
that those with 10 to 20 years of service will have 10 days, those with 

20 to 30 years ot service will have 15 days, those with 30 to 40 years of 
service will have 20 days, and those with over 40 years of service will 

have | month of annual leave. 


This is also a reform which Guangzhou has undertaken ahead of others. In 
fact, the increase in the paid annual leave of cadres and staif members 

is favorable to raising the enthusiasm and the efficiency in work. In the 
past, we were used to eating out of the "same big pot.” The government 
organs were overstaffed. There were many so-called cadres who were reading 
the newspapers and taking coffee breaks. Everywhere, workers were seen 

to work sluggishly and to dispute over trifles. If we establish a system 
f personal responsibility for each cadre and staff member, then, wasting 
| hour a day means wasting 360 hours a year, which means 45 working days. 
Since there are over 20 million cadres throughout the country, we might 
obtain better results if we do things in a down-to-earth manner, and 
increase 20 to WO days of paid leave in a year. 


Of course, the retorm of the cadre personnel is not just a problem of leave 
but also a major problem of wages. It has been reported that, in the new 
year, an all-round wage reform vill be undertaken in the mainland. Wages 

will be divided into four parts, namely, basic wages, functional wages, 

innual salary and floating wages (bonuses). The system of personal 
responsibility will primarily be promoted, which will involve more pay for 
more work and the shattering of the old style of “the same big pot.” In 

this way, we believe that the efficiency in work of the government departments 
will be greatly raised, and a breakthrough in the improvement of the cadres’ 


} 


livelihood will be brought about. 


9335 
CSO: 4006/197 








JPRS- CEA- 85-03] 


<2 March 1985 


HONG KONG MEDIA 


CHANGCHUN AIRPORT EXPANSION PLANNED 

Hong Kong TA KUNG PAO in Chinese 30 Nov 84 p 2 

[Article: “The Chan, chun Airport Will be Expanded" | 

[Text] Since opening up to the outside world and accelerating the pac 

of the economic construction, Changchun City, the capital city of Jili: 
Province, has increased its foreign economic and cultural exchange activitix 


The expansion of the airport brooks no delay. 


The Dafangshen Airport--the port of civil aviation for the Changchun City-- 
is located in the west suburb. From 1950 when air trafiic was opened up 


to now, the airport has enjoyed a history of 34 years. The annual passenge 
volume totaled some 12,000 people, which was equivalent to the passenge: 
volume of the Baiyun Airport in Guangzhou in 3 days. Because the airpor 
was small and the facilities simple and crude, at present, only the An-24 
small aircrafts could take off and land. This is tar from meeting the need 


of the economic development of Jilin Province. 
An Investment of 25 Million Yuan Will be Made 


Concerned economic sectors and specialists in Jilin Province believe that, 
to bring about a basic change in the economic outlook of Jilin, an importa 
factor is to expand the civil airport so as to link up Jilin Province vel 
the outside world. After the provincial people's government had he! 
meeting to study the situation, standing vice governor Huo Mingguang | 7202 
2494 0342] was put in charge of the group to work on expanding the airport. 
Economic specialists, engineers and scholars of all fields were gathered 
together to carry out feasibility studies on the expansion of the Datangs! 
Airport in June this year. A report on concerned studies was complete: 
this month. After the provincial people's government has examined the report, 
in estimated investment of 25 million yuan in Renminbi has been made ti 
lengthen the runways, expand the landing field and the airport terminal, 

und to change the airport into a large-scale airport that will enab 
Boeing 707 and the Boeing 747 to take off and land. 
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Wang Weijing [3769 4850 4842], Newlv-Appointed Head of the Civil Aviation 
Bureau 





’ ’ 


At a press conference, Wang Weijing, newly-appointed head of the Jilin 
Provincial Civil Aviation Bureau, talked about the plan for expanding the 
airport. He indicated that the major portion of the expansion project would 
involve the lengthening of the runway. Presently, there are two plans. 

One is to lengthen the runway to 2,900 meters, with the thickness being 

at least 35 cm, so that tullv-loaded Boeing 707 can take off and land. 

The second plan is to lengthen the runway to 2,600 meters, which is sl! ghtily 


less expensive in cost. 


Wang pointed out that, if the tirst plan were implemented, then the tlights 
that took off or landed in Changchun could fly directly to all the places 
in the world. This would be the most ideal plan. The runway would not 
need to be lengthened in the next 30 years after the airport was put into 
operation. According to the design of the second plan, after refueling, 

a Boeing 747 with reduced load could land and take off, and could fly to 
Southeast Asia and Japan. 


In addition, plans have been made to renovate the airport cerminal, the 
landing field, the oil depot, and the navigation and night tlight facilities, 
and to change them all into advanced facilities. In addition, a civil 
aviation ticketing building will be built in the city of Changchtua, with 

the lower levels being ticket offices and the higher leveis being guest 
houses. This WwaV, a complete system of civil aviation service will be set up. 


Estimated Increase to Four Lines 


Currently, the civil aviation service of the Datangshen Airport is handling 
nine tlights every week. There are two lines of service: One from Changchun 
to Beijing, and another from Changchun to Shenyang, Beijing and Dalian. 

The airport terminal can hold 300 people. Wang Weijing indicated that, 

if things move according to plan, the airport terminal will be able to hold 
600 people, which will double the present capacity. The landing tield wil! 
be able to hold three Boeing 707, two Boeing 747 and tive trident planes 

it the same time. In the plan, the lines of service will increase to four, 
which are from Changchun separately to Beijing (direct flight), Shanghai, 
Guangzhou and Dalian. Later, considerations will be made in flights to 
Xiaa and Chengdu. 


Wang also indicated that the plans and programs concerning the expansion 

ot the airport were presently awaiting the examination and approval of 

the State Council, the General Bureau ot Civil Aviation and other departments. 
lans are approved, drawings will be done immediately. It is est imated 

that construction will begin in May of next vear, and effort will be made 

to complete the major construction projects by October. By that Cime, the 

sir traffic in Changchun will become much morse mvenient. 
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BEIJING WILD ABOUT CROWDS, INFORMATION 


lon, Kone TA KUNG PAO in Chinese 18 Nov 84 p 2 


/Article: “Beijing's 'Crowd' and ‘Information Craze'"/ 
/Text/ Every Dav an Average of 700,000 People Pass Through 


Food, clothing, housing and transportation were all "crowded" during October 

in beijing. buses, trains and airplanes were all crowded. buying crowds 
-illed department stores and shops. Restaurants were crowded. Crowds searched 
for tailors. Hotel rooms were crowded. Crowds strolled the parks.... Such 
"crowds" are an exceptionally grand sight that is unigue in the 35 years since 
the country was founded. There are many reasons for the phenomenon. One 
reason is that numerous people come from other provinces and municipalities. 
ivery day an average 700,000 people pass through Beijing, give or take 100,000, 
therefore plane and train tickets are hard to buy. Who are these 6-800,000 


people on the move? 


\t a party one evening, a friend in the airline business told me that the 
passenger constituency on planes and trains has changed. The change is even 
more pronounced for passengers on airplanes and train soft sleeper seats. In 
the past, only cadres at the director-of-an-office level or above and high-level 
intellectuals rode soft sleeper cars. General cadres could not charge soft 
sleeper train seats or plane tickets to their expense accounts. Now however, 
a bureau head taking a business trip who wants to buy a soft sleeper train 
seat or a plane ticket will meet many setbacks. Some people even have to 
cancel their trips because they cannot get tickets. Then who are the new 
passengers riding soft sleeper train cars and airplanes? My friend in the 
airline business let it slip out that thev are news gatherers! This new noun 
refers to purchasers from large urban companies and village enterprises, to 
‘lone travelling traders" from rural specialized households that run to 
Cuangzhou, Shanghai and Beijing. Some buy and sell. Prices vary from city to 
ity. fo save time, they do not mind spending a little more on travel. 


Gathering and Listening to News 


Besides the aforementioned news gatherers, many of the masses on the move who 


recently crowded into Beijing are "news listeners." When they hear a rumor of 
in overall pri rise, they run to the capital to buy things. They are not 
roducers nor peddlers but people from well-to-do households, including the 


Al 


) O00 yuan households. 














tober the news gatherers and "listeners" turned the city of Beijing into 
: iliar presperous sight with their crowding. When you talk about panic 
ivins, how many more are out-of-towners? Of course there were also Beijing 

nts. \t present, the country's economy overall is yood, there are more 


wealthy people, appropriate consumption is advocated and people want to buy top 
rrade mods or buy more than normal before a price rise in the big city. Such 


in attitude is understandable. This may be one reason why there are more 
people reading the circulating news. 


Several Score Intormation Journals 


tLher noticeable trend is the publication of information newspapers. They 
ire Deiny published by the ceatral government on down to the localities. More 
than | ire mailed throughout the country, such as the CHINA VILLAGE TRADE 
[NFORMATLON /ZitONGGUO CUNZ/1EN BAIYE XINXL BAO/; plus the Industry Edition 

NC KAN/, Commerce Edition /SHANG KAN/, and Poultry Edition /QIN KAN/ of 
© publication; CULTURAL EXCHANGE (SCIENCE, TECHNOLOGY AND ECONOMIC 
IITION) /WENHUL XINXT BAO_(KEJI JINJI BAN) /; SHANGHAI ECONOMIC INFORMATION 
HANGHAL JINGJL XINXI BAO/; MARKET INFORMATION /SHICHANG XINXI BAO/; SCIENCE 
\ND_ TECHNOLOGY INFORMATION /KEJI XINXI BAO/; REFORM INFORMATION /GAIGE XINX1 
BAO/; HUNAN ECONOMIC INFORMATION /HUNAN JINGJI XINX BAO/, etc. All are 


weeklies or bieweklies. 
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The CHINA ADVERTISING INFORMATION /ZHONGGUO GUANGGAO XINXI BAO/ was the first 

paper published to use advertise and information in its name. It began 

publication on | September 1984. In two short months circulation grew to 

; ; next vear it will change from a weekly to a biweekly. Other papers 

named tor advertising that will come out next vear include the CHINA ADVERTISING 
‘ZH LO GUANGGAO BAO/; ADVERTISING /GUANGGAO BAO/; and ECONOMIC ADVERTISING 
JINGJT GUANGGAO BAO/. 


Recardin:, papers dealing with market information besides those of the same 
name, touer ire quite a few from the central government to the localities. 

For example, there is Hunan's SECOND LIGHT INDUSTRY MARKETS /ERQING SHICHANG 
BAU/, ranxi's CHICKENS DUCKS GEESE QUAIL AND PIGEONS /J1 YA E CHUN GE BAO/, 
ind Beijing's MARKETS /SHICHANG BAO/. 


From the above we can see a bit of how "information" is highly regarded by 
trades throughout the country. Of course this is due to the policy of "opening 
to the outside world and enlivening the domestic economy." "Time is money and 
efficiency is life." Therefore it can be said that information is the key to 


economic and business success. 
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BRIEFS 


CHINA'S FOREIGN EXCHANGE--The Journal CHINA'S BANKING, published today, 
stated clearly that China's foreign exchange reserve has increased again. 

By the end of September, the tigure has reached $16,674 billion. Last month, 
it was $16,565 billion. (Note from the editor of this newspaper: By the 

end ot the June, China's foreign exchange reserve amounted to $16,481 

billion. China's gold reserve is still 12.67 million ounces. Greater 
changes have taken place in the exchange rate between the Ren minbi and 

the dollar and the Special Drawing Right. The average conversion rate ot 

the dollar to Renminbi was: 2.2939 in July, 2.3643 in August, and 2.5326 

in September. Statistical materials have also publ ix ized the amount ot! 

loans ot China from toreign countries: $3.582 billion in July, $3.683 billion 
in August, and $3.753 billion in September. [Text] [Hong Kong TA KUNG 

PAO in Chinese 5 Dec 84 p 1} 9335 
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HONG KONG ECONOMIC TRENDS 


ADVISORY EXCHANGE RATE IN HONG KONG DISCUSSED 
Hong Kong TA KUNG PAO in Chinese 26 Nov 84 p 4 


{[Article: “Should The Advisory Exchange Rate For the Hong Kong Dollar Be 
Abolished?"] 


[Text] After the initial signing of the Sino-British Joint Declaration 
on Hong Kong, whether or not the system of advisory exchange rate of the 
Hong Kong dollar should be abolished for 4 time aroused a rather major 
controversy. One opinion held that the « Lan ystem was an emergency 
measure which the Hong Kong government adopted last vear when taced with 
a major monetary crisis. With the satistactory resolution to the Hong 
Kong issue, the people of Hong Kong gradually regained their confidence. 
This would be the time to consider the abol it i the svstem ot 
advisory exchange rates. 


The Precarious Exchange Value of the Hony Kooy Dollar Has Stabilized. 

Not long ago, in the legislative bureau debut. ihe content of the joint 
statement, banker Bai Lang [4101 2597! opposed e abolition ot the existing 
system of the exchange rate of the Hong Kon, dollar. In spite of that, 

he raised a point of doubt: When the dollar weakens in the future, what 
measures should the people of Hong Kons tke wh the economy of Hong Kong 


is affected by the related exchange rate? 


Rao Yuging [7437 7411 1987], professor of bLeonomi ( the University ot 

Hong Kong, is an economist who tavors the adoption ot the existing system. 

In an interview by the reporter, he repeatedly emphasized that the system 

of advisory exchange rate stabilized the evchoanre value of the Hong Kong 
dollar in the midst of the storm last year. Jn the past year, the new 

system has worked well. Under the preregui sit ' weighing the stability 

of the monetary system, this is not the appropriate moment to consider the 
abolition of the system of advisory exchange rate. tn the next 13 years, 

we still must not be indiscreet in consider i ‘estorat ion of the floating 


exchange rate of the Hong Kong dollar. 


Should We Look at the Short-Term Pertormin: festoring the Position of 
Strength? 
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Reviewing the sustained drop of the exchange value of the Hong Kong dollar 
for more than a year, one reason tor the speculative unrest was undoubtedly 
the question of the confidence of the people of Hong Kong. However, the 
weakening of the Hong Kong dollar since early 1977 was undeniably also a 
major tactor for the drop of the exchange value. In analyzing this 
phenomenon, Rao Yuqing said very trankly that, whether or not the Hong Kong 
dollar would be restored to its position of strength could not be seen 
through short-term performance, and that it was still doubtful whether or 
not this short-term performance could withstand the assault of large-scale 
speculation. 


It is Difticult to Link Up the Hong Kong Dollar With the Package ot Foreign 


Currencies. 


Rao Yuqing held that, prior to the adoption of the system of floating exchange 
rate of the Hong Kong dollar in November 1974, the Hong Kong dollar was 
successively linked up with the British pound and the U.S. dollar, giving 

the tormer 100 percent guaranteed convertibility. In the tuture, whea we 
continue to adopt the existing advisory exchange rate, we can continue to 
guarantee the convertibility of the Hong Kong dollar, which will indirectly 
strengthen the confidence of most people who are holding the Hong Kong 

dollar. It we abolish this direct link, then, under the circumstance when 

the Hong Kong dollar lacks "foreign exchange restrictions," how can we maintain 
its stability? This is a question which the advocates of the system ot 
floating exchange rate must carefully consider. 





Concerning the question of possible impact on the Hong Kong dollar when 
itaced with the weakening of the U.S. dollar, in the past, some economists 
who advocated the adoption of the system o! an advisory exchange rate tor 
the Hong Kong dollar once proposed the linking of the Hong Kong dollar with 
the package of foreign currencies, or with SDR (Special Drawing Rights), 
which would protect the exchange value of the Hong Kong dollar from the 
weakening of any currency. Rao Yuging felt that, although this was a 
theoretically teasible method, it was much more complicated than the 
existing system in actual implementation. Would the public be able to 
understand such a complicated systen? Would the complicated system inhibit 
its utilization? In addition, we should also discreetly study the factor 
involving the cost in information and trade in the adoption of a more 
complicated system. 


Four Reasons that Make the U.S. Dollar a Strong Currency. 


Rao Yuqing has adopted a more affirmative attidude toward the fact that 

the U.S. dollar has continued to be a strong currency. He said, the reasons 
why most people value the U.S. dollar are as follows: (1) The long-term 
stability of U.S. politics has made the United States the refuge of capital 
for many countries. (2) In spite of the existence of short-term economic 
problems, the potential of the United States is still very great and un- 
matched by other countries. (3) The United States still occupies the fore- 
most position in scientific progress and technological breakthrough. (4) 

in respect to the monetary service business, the United States continues 
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to otter new services and products, thereby guaranteeing its important position 
in the stocks in the ronetary business. 


Rao Yuging held that, even if we abolish the relationship between the exchange 
value of the Hong Kong dollar and the U.S. dollar, yet, because the United 
States is the most important export nation for Hong Kong, and because the 

two also enjoy an extremely close relationship in other investments as well 

as the monetary relationship, it is also rather questionable as to whether 

or not the Hong Kong dollar can remain entirely independent of the influence 
of the U.S. dollar should the U.S. economy decline. 


The Prerequisites tor Abolishing the System of Advisory Exchange Rate. 


Through the above analysis, we can see that there are two prerequisites 
to abolishing the system ot advisory exchange rate for the Hong Kong 
dollar: (1) Hong Kong is no longer taced with the problem of conf idence 
and the Hong Kong dollar has enjoyed a considerably long period of 
stability. (2) We must be able to effectively control the amount of 


Curren Ve 


From the standpoint ot economics, Rao Yiging pointed out still another 
problem: Can the establishment of a Central Bank or a bureau of monetary 
management ettectively control the amount of currency? At present, a 
"revolution in the monetary business" is taking place in the world. Break- 
throughs in monetary technology and new monetary services and products 
continue to appear one after another. Under such a circumstance, it is 
very difficult to reach an appropriate method to fix the amount of currency. 
[If it is impossible to fix the amount of the various types of currency, 
how can the bureau ot monetary management effectively control the amount 

of currency? Even the highly-experienced Central banks such as the U.S. 
Federal Reserve Board and the Bank of England are troubled by the above 
problems. 


fhe Most Important Goal is Still to Maintain the Stability of the Value 
of the Hong Kong Dollar. 


Ot course, the existing monetary system in Hong Kong presents some unjust 
aspects. For instance, by allowing one or two commercial banks to function 
as central banks, a contradiction between public and private interest 
inevitably occurs. In the long run, Rao Yuqing felt that ultimately it 
would be necessary tor Hong Kong to set up an independent and tair bureau 
of monetary management to perform such functions as overall planning tor 
the amount of currency, supervision of the monetary organizations and 
management of foreign exchange funds. fut in the 13 years of transition, 
the most important goal in the monetary policy of Hong Kong is still to 
maintain the stability of the Hong Kong currency and protect the safety 
ot the monetary system. As for the basic reform in the monetary system, 

rr the time being, we should give the matter further thought and discuss 
it later. 
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FOREIGN INVESTMENT IN HONG KONG REPORTED 
Hong Kong WEN WEI PO in Chinese 12 Dec 84 p 9 


[Text] The Department of Industry published the results of a three-month 

old study, showing toreign investment of over 11.4 billion yuan by the United 
States, Japan and the United Kingdom in building over 400 factories in Hong 
Kong, with a concentration on the electronics and textile industries. 


A recently completed statistical report by the Department of Industry showed 
that, by September of this year, there were 472 factories utilizing toreign 
capital. The Department of Industry had detailed information on 442 factories, 
ziving a total amount of investment of 11,448,000,000 yuan. Compared to 

the statistics in August 1981, there was an increase of 63 percent. 


Yesterday, Yaxley, director of the Department of Industry, publicized che 
results of a study carried out from July to September this year. A similar 
study was carried out 3 years ago. Yaxley pointed out that the primary 
purpose of the recent study was to obtain the latest statistical information 
on the toreign investment in the industries in Hong Kong. 





The results of the study showed that the United States, Japan and the United 
Kingdom were still the primary sources of overseas investment in our industries. 
they respeccively constituted 53.7 percent, 21.1 percent and 6.9 percent 

of the total amount of investment. The others were Holland (2.8 percent), 

the Phillippines (2.6 percent) and Switzerland (2.5 percent). 


[The thrust of the overseas industrial investment was in the electronics 
industry, the textile and garment industry and the electronic products 
industry. These industries constituted 35 percent, 9.8 percent and 8 
percent of the total amount of investment respectively. Other major 
industries include nonmetallic mining products, such as the materials for 
the building industry and glass fiber products (constituting 7.6 percent), 
food and beverages (constituting 7.2 percent) and chemical industrial 
products (constituting 7 percent). 


Constituting Nearly 20 Percent of Direct Export, These Factories Were a 
Great Contribution to Hong Kong's Export. 
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Yaxley pointed out that, although there was a relatively small number ov! 
factories with foreign investment, constituting | to 1.5 percent of the 
total number of factories in Hong Kong, yet these factories have employed 
89,033 workers, constituting 10 percent ot the total labor population o! 
Hong Kong. In 1983, the gross volume of! sales of goods of these tactories 
of toreign investment amounted to 27 billion yuan, 68 percent of which wa 
from goods through direct export. This was equivalent to 17.8 percent 

of the GNP of Hong Kong. In addition, it was believed that a large portion 
of the goods to be sold locally, such as electronic parts, yarn and 
electrical appliances, would also be exported along with products of othe: 
categories. 


Yaxley said that the production volume which these factories contributed 
to Hong Kong's export was almost certainly greater than that represented 

by the figures. If we consider also the other benefits which these tactorics 
have brought along, such as scientific and technological transfer, modern 
management skills, and technological training, then we will be able to 
realize that they do indeed occupy a position of importance in the 
manufacturing industries of Hong Kong. 
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hy ‘ee . " j iit RY PRESENTS \ viel | HLT t T 
HKZSO0251 Hong Kong Domestic Service in English 1000 GMT 27 Feb 85 


[Excerpts] in today's budget, the financial secretary, Sir John Bremridge, has 
mnounced new tax measures aimed at raising $1.3 billion. Sir John avoided any 
increase in salaries or protits tax, and offered modest concessions to some 
salary earners. However he has proposed increases in a wide range of indirect 
taxes on a number ot consumer items including beer, cigarettes, cosmetics and 
soft drinks. Also costing more will be driving licenses, car registration, 
wovernment tunnel teels, petrol, departure taxes, postal charges, plus tees 

for vovernment services. The end result tor the coming year will see the 
deficit cut back to $l billion, which the government will cover from its re- 
eerves. With the details, here's Nick Beacroft: 


(Bezin recording] [Beacroft] In a speech lasting just 1 hour and 40 minutes, 
ir John Bremridge decided to break with tradition and outline his tax pro- 
posuls at the beginning of the speech and set out the overall picture. Sir 
lohn explained the genera! thinking of the government toward the economy. 


[Bremridge] Your government remains committed to support of the ftree-marke,. 
economy; to proviston of the intrastructure within which enterprise can flour- 
ish without unnecessary government regulation; to the care of those who cannot 
care tor themselves; and to low overall taxation. Hong Kong is not a tax 
haven, but we know, not least from the experience of others, that moderation 

taxation is an essential spur to individual effort. Tax avoidance is not. 
My revenue proposals tor 1985-86 reintroduce two old measures of indirect 
taxation. | propose also increasing some taxes, licenses, duties, fees and 
harges, in total designed to raise revenue by $1.35 billion. 


iBeacrott}) Sir John explained that the intention was to finance the ostensible 
leficit of billion. He said no taxpayer liked additional tax burdens, and 
he believed that there was support for a steady return to balanced budgets. 

ir John immed up his concise budget speech by saying that the majority of 
Hong Kong people saw that over a cycle of years, a balanced budget tor the 
territory was essential, as it was in their own households. He said this was 
being achieved by continual downward pressure by the administration on publ ix 
sector expenditure and by continual upward pressure on revenue. [End record- 
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Sir John made it quite clear that his intention is still to produce « balanced 
budget by next February, and in terms of his budgets to date, the delticit is 
gradually shrinking, down from $3.5 billion in 1982-83 to just $1 billion in 

the coming year. That's after the new taxes will have raised a net $1.2 billion 
in new revenue, and rather than paying for the deficit with another bond i.sue, 
he's chosen to draw the entire $1 billion out of fiscal reserves. Sir John 

also says that the increase in taxation is shrinking each year, with the actual 
amount raised in new taxes falling. To that extent, taxpayers are being slugged 
less hard. 


In terms of revenue, Sir John sees even less money coming in trom land sales 
this year. They will raise some $2 billion, but about $300 million of that 
will be set aside for the future special administrative region government. 


The government is however by no means short of cash. After paying for last 
year's deficit, which in fact was $300 million down on expectations at $1.8 
billion, fiscal reserves stand at more than $15 billion. Even after subtract- 
ing contingent liabilities, Sir John still has more than $6.5 billion in free 
fiscal reserves from which to draw down from. However he may not do so to pay 
for anything else other than the deficit. He said he would be prepared to 
consider another bond issue to pay for any specific capital requirement, using 
as an example increasing equity in the mass transit railway. 


Looking at the economic prospects for the coming financial year, Sir John was 
able to paint a picture only slightly less rosy than that of last year. bill 
Barnes has been looking at this section of the budget: 


[Begin recording] The growth in domestic exports for 1985 was forecast by Sir 
John to be around 11 percent in real terms. This is less than last year's 
hefty 17, but combined with a growth forecast for reexports of 30, this brings 
the rise in total exports to 18 percent. This compared with total exports of 
22 percent for 1984 [as hard]. This will be, as Sir John pointed out, still 
very satisfactory. He said Hong Kong would continue to benefit from the growth 
in the world economy, though he noted that the United States is likely to grow 
by only some 3.5 percent, therefore some slowdown in exports to the U.S. can be 
expected. Trade with China, now Hong Kong's second largest export market, is 
likely to continue to grow rapidly. 


The financial secretary forecast that the gross domestic product will grow by 
7 percent. In making this estimate, Sir John said that the uncertainty of the 
future is now removed by the joint declaration. This will result in private 
investment in plant and machinery rising by 16 percent, and private investment 
in building and construction actually rising by 2 percent after a decline of 
9.5 percent in 1984, 


Inflation is expected to be 5.5 percent in 1985, less than 1984's 8.1 percent. 


Under the linked exchange rate system, Sir John said, our inflation rate is 
continuing to fall closer to that of the United States. [End recording] 
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HONG KONG'S FINANCIAL SECRETARY SUGCESTS TAX INCREASES 
L9281653 Beijing XINHUA in English 1209 GMT 28 Feb 85 


[Text] Hong Kong, 28 Feb (XINHUA)--Hong Kong's financial secretary, Sir John 
Henry Bremridge, has suggested increasing taxes to cover an estimated 1.8 
billion H.K. dollars (about 500 million vuan) shortfall in the 1985-86 budget. 


Such a deticit would be 1.2 billion and 1.7 billion H.K. dollars less than 
the shorttalls of the previous two fiscal years respectively. 


Sir John mentioned these figures while presenting Hong Kong's dratt budget to 
the Legislative Council on Wednesday. 


He suggested introducing two indirect taxes and raising rates of other taxes 
ind levies as measures to meet the deficit. 


Sir John also reported that Hong Kong's production value rose by 9.6 percent 
in 1984, compared with a 5.1 percent increase in 1983. 


its foreign trade rose sharply, helped by the economic recovery in the United 
States and other places, as well as the new economic policies on the Chinese 
mainland. 


Exports of goods manufactured in Hong Kong rose by some 1/ percent and entrepot 
(or-export) trade soared by about 30 percent, to produce an increase in overall 
exports of 22 percent. Imports increased by 15 percent. 


He predicted that Hong Kong's overall exports would rise by just 18 percent 
this year, because the economic recovery in the United States would slow down 
while the Hong Kong dollar would remain stronger chan most European currencies, 
thus weakening the competitiveness of Hong Kong products. 


Spurred by Hong Kong's recent economic boom, he said, the local unemployment 
rate dropped to 3.8 percent in the tourth quarter of last year, compared with 
4 percent a year ago. Meanwhile, the rate of underemployed workers tell trom 
1.4 percent to 0.8 percent. 


Last year, the inflation rate dropped to 3.1 percent from 10 percent in 1983, 
partly thanks to the stable exchange rate of the H.K. dollar against the U.S. 
dol ris 
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This year's increase in output value was likely to be about 7 percent, he 
added. 


He expected the inflation iate to fall to 5.5 percent this year, with a moder- 
ate increase in private consumption on the 1984 rate of 5 percent. 
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HONG KONG/U.S. MOVE ON COUNTRY-OF-ORIGIN RULES ‘UNREASONABLE’ 


HKO40343 Hong Kong SOUTH CHINA MORNING POST in English 4 Mar 85 BUSINISS Niws 
supplement p l 


[By Suzanne Sim! 


[Text] Hong Kong's knitwear industry was in [a] state of confusion followin, 
the U.S. green light for the country-of-origin rules with little modification. 


The industry learned at the weekend that the final rules announced by the U.S. 
Customs Service involved no changes for the knitwear sector. 


industrialists called the U.S. move “unreasonable, selfish and inconsiderate.” 


Industrialists will now have to restructure the industry to stay in business, 
Mr Frank Lin, managing director of Milo Knitwear Ltd, told BUSINESS NEWS 
yesterday. 


According to an agency report, the U.S. Customs Service said in a statesent that 
the final regulations differ slightly from interim rules which took effect on 
/ September. 


The final rules take effect from early next month. 


Different versions of the final draft of the regulations have been floated in 
the industry, Mr Lin said. 


But it was difficult to say what the ramifications would be until the final 
draft was seen. 


Mr H. C. Tang, deputy managing director of Winsor Industrial Corp, criticised 
the U.S. move as “selfish” with Little consideration for Hong Kong or other 
ountries, including the Europe Economic Community. 


He said the U.S. has disregarded Hong Kong's etforts to try to reach an ami- 
cable solution. 


He urged local industrialists to think of ways to meet the criteria contained 
in the final rules. 








Under the GATT agreement, Hong Kong cou 
General Agreement on Tariffs and Trade 
veillance Body), or even claim compensa 
But Mr Jimmy McGregor, director of the 
said that owing to Hong Kong's lack of 


measures are unlikely to succeed. 


as he knows nx 
at this 


Mr Lin said that as tar 
measure had ever succeeded 
decision to the government. 
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Previous attempts by Hong Kong to bring the case to the Textile Surveillance 

) & & 
Body, although bringing recommendations in Hong Kong's favour, had fallen on 
deaf ears in the U.S. 
In Mr McGregor's view the U.S., in pushing through the rules, had embarrassed 
the GATT and further indicated “the weakness the GATT and its lack of legal 
power to compel the U.S. to follow its recommendat ions.” 
If Hong Kong sought compensation, he said, it would bring a negative response. 
Describing the U.S. as "onre is T? sible Pa Mr McGregor » iid os wT Lone should \.’ 
in concert with other countries which are badly affected by the new rules. 
That includes China.” 
Industry sources feared that a major shake-up in the industry was likely with 
the closure of smaller factories or sub-contractors. 
Only the bigger companies with the financial muscle would be able to restruc- 
ture. Meanwhile, Hong Kong would certainly lose more orders as U.S. importers 
were uncertain about future implications flowing from the rules. 
The Joint Committee of Hong Kong Knitwear Associations will hold a meetin; 
today or tomorrow on the rules. 

END 
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